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Sure Microfilming 






ts great! But 






eeeeee 


isnt tt too expensive: 






Jor my business ? 
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Here is the new microfilming unit that has 


LNVot anY more! put the penny back into business! 


OOo eee eerereererereeee SOOO OOOOH TOTO RESO TO EOE EEO OOOH ER EH EE EEE EEEEEEEEEESEES The Micro-Twin combined recorder- 
reader gives you a complete microfilm sys- 


The Micro -Twin vecoraer- reader tem—all in one unit, at less than you’d 


expect to pay for a recorder alone! 


COSTS less than It records as fast as you can feed it, by hand 


or automatically. It photographs documents 
g front and back simultaneously, if you wish— 
youd EXpect LO pay making 37 to 1 reductions. Full-size facsimiles 


can be made in the reader—developed with- 


Jor a recorder alone! out a darkroom. 


Just out! Where a separate recorder is useful, 
try the new Model 205 Microfilm Recorder. 
Where separate, portable readers are needed, 
the new 16-pound Model 206 Microfilm 
Reader is ideal. 

For full details, call our branch office—listed 


in your phone book. Burroughs Corporation, 
Detroit 32, Michigan. 





SOLD AND SERVICED BY 


Bell & Howell Burrou ghs 


MICROFILM EQUIPMENT 


Burroughs 





“Burroughs” and “Micro-Twin” are TM’s 
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The school’s 24-page catalogue 
is available free upon request. 
Address your card or letter to 
the Secretary, IAS.... 


The IAS 
LIFE SCHOLARSHIP PRIVILEGE 


One of many attractive features of the IAS home 
study training plan, the Life Scholarship Privilege, has 
made a substantial contribution to the success of 
thousands of IAS graduates. 


@ The ninety-assignment IAS Diploma Course in- 
cludes fifty advanced elective assignments selected by 
the student—those which will be of the greatest imme- 
diate benefit. On graduation, each student becomes 
entitled to all additional elective courses in the IAS 
curriculum with full educational service and consulta- 
tion privileges. 


@ The courses included in this Life Scholarship ar- 
rangement (with the number of comprehensive study 
assignments indicated) are: 





BASIC AUDITING (10) BUSINESS STATISTICS (10) 
PUBLIC AUDITING (20) FINANCIAL ANALYSIS (10) 
INTERNAL AUDITING (20) ECONOMICS (10) 

BASIC COST ACCOUNTING (10) OFFICE MANAGEMENT (30) 
ADVANCED COST ACCOUNTING (20) ACCOUNTING LAW (10) 
CORPORATION ACCOUNTING (10) FEDERAL INCOME TAX (10) 
MANAGEMENT CONTROL (20) CPA COACHING (20) 





@ With this broad curriculum at his command, each 
IAS student can study first those subjects needed im- 
mediately and can then broaden his knowledge of 
accounting and management through study of addi- 
tional electives. 


@ There is no additional charge for the Life Scholarship 


Privilege. It is included in the reasonably low enroll- 
ment fee for the Diploma Course. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Conespondence School Since 1903 


209 WEST JACKSON BOULEVARD e¢ CHICAGO 6, ILLINOIS 
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IN BUDGETING 


AND 


COST SYSTEMS 


it is 


MeCormick & Co. 


Pioneers in direct cost with the version 
now so widely used: ‘Marginal Income 
Control.” 


Pioneers in responsibility budgeting— 
tying of control costs back to job titles. 


Innovators in sketching the entire pro- 
posed cuntrol system in picture form in 
advance of installation. 


Pioneers in early reporting for all 
control forms. Other descriptive Mc- 
Cormick touches include graphic train- 
ing classes, a successful variance inves- 
tigation plan to eliminate excesses. 


All McCormick installations can be 
identified by the colorful, crisply 
written, handsome, hard-bound manual 
which sets up for all to see—the plan, 
use and maintenance of your entire 
control system. 


Send for information 


MeCormick & Co. 


CONSULTING ENGINEERS 


PARK BUILDING, YONKERS, N.Y. 


“A McCormick client is generally 
the leader in his industry’’ 


References gladly furnished 





























American Appraisals 
reduce uncertainties 
about depreciation 


American Appraisal analyses of 
property and “remaining life’’ studies 
reduce variance factors in measuring 
depreciation, and provide a depend- 
able basis for determining costs, pro- 
fits and taxes. 


The 
AMERICAN 


APPRAISAL 


Company 


leader in property valuation 


HOME OFFICE: MILWAUKEE 1, WIS. 
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CAN IBM ELECTRONICS 
PROFIT YOUR COMPANY? 
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Here’s the way to find out! 


Whether or not your company shares in 
the profits of electronic data processing 
may depend upon you. 

Better than anyone else—you know 
there should be no “snap judgments” 
on electronics. It takes time. Time to 
gather the facts, re-examine procedures 
... reaffirm management requirements. 
The competitive picture in our growing 
economy demands that top manage- 
ment find the time to learn about elec- 
tronics. He looks to you for the signifi- 
cant facts. He relies upon you to help 
him decide where, and how, electronics 
will improve his profit picture. And, 


whether or not he decides for electron- 
ics, your company still reaps the vital 
economies of this thorough re-examina- 
tion of systems and procedures. 

IBM will help you gather this data. 
From published brochures and appli- 
cation studies, to actual preparation 
assistance, IBM will cooperate with you 
to help your management ascertain 
whether electronics will be profitable 
for your company. 

Today—IBM electronic data process- 
ing machines are on the job on every 
type of data processing problem — in 
businesses of every size. Each working 


*During 1955, IBM announced a major data processing improvement every two weeks! 


day, another IBM electronic machine is 
being delivered. You can be sure that 
in this rapidly growing field, IBM has 
the experience and know-how you can 
depend upon. What’s more, newer 
IBM developments* will keep you out 
in front in electronics. 

Get the down-to-earth facts from 
IBM. Call your local representative or 
write: Department A56, International 
Business Machines Corporation, 590 
Madison Ave., New York 22; N.Y. 
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TURNABOUT 


Editors, THE CONTROLLER: 

I have just recently become comptroller 
of the U.S. Naval Ammunition Depot, 
McAlester, Oklahoma, having served some 
ten months as deputy comptroller. 

During this period I have had the op- 
portunity to read your magazine. I have 
read several articles which would have par- 
tial application to a government office, par- 
ticularly to a modified industrial activity 
such as this depot. 

However I note that almost all your 
articles are directed toward, or are written 
about, commercial enterprises. I believe 
you could do a great service to the thou- 
sands of us who are engaged in government 
comptrollership by including more articles 
concerning government comptrollership. 

It is of great concern to us in govern- 


ment that many articles now written are of 
the purely critical type, written by people 
out of government or by people who have 
been in government service a short time 
either in an investigative capacity or as a 
new appointee fresh from the business 
world. 

I submit to you that government finan- 
cial experts, comptrollers, accountants, or 
what-have-you, have developed new tech- 
niques, made improvements, and are as 
deeply concerned with economy and efh- 
ciency as their counterparts in industry. 

I, therefore, suggest that you give seri- 
ous thought to publishing articles on gov- 
ernment comptrollership written either by 
the government employe or by an outsider 
who knows the facts, and that, in addition 
to being critical of these operations, the 











CHICAGO : 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


For, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
LOS ANGELES 








articles should give credit for accomplish. 
ments and aid to others who may be inter. 
ested in applying new techniques in their 
own Offices. 

It is my opinion that articles such as | 
suggest would do much to foster good wil] 
between government and business. We 
in government believe that government 
should be criticized because government js 
supported by the tax dollar. Conversely, 
business should be equally subject to criti 
cism by the consumer, including govern. 
ment workers, because business is Sup. 
ported by the purchasing dollar. 


WoopRow JOHNSON 
U.S. Naval Ammunition Depot 
McAlester, Oklahoma 


We would welcome opinions of others on 
this subject for inclusion in these columns, 
—The Editor; 


ANOTHER LOOK AT 
A BALANCE SHEET 


Editors, THE CONTROLLER: 

Here are some comments on the points 
raised in your December 1955 issue of 
THE CONTROLLER by “A Respecter of 
the Basic Importance of Accounting.” 

It would be logical and it should be 
useful to divide the balance sheet items 
as he suggests between net money and 
goods other than money and to divide 
the latter between short-turnover and 
long-turnover items. Net money plus 
the unamortized cost of goods other 
than money equals the invested capital, 
i.e., the amount put into the business by 
the stockholders and from earnings. Net 
money plus the market value of goods 
other than money equals net worth, i.e, 
the amount which the _ stockholders 
might expect to get out of the business. 

This arrangement offers the oppor- 
tunity for improved labeling which 
should eliminate the all-too-frequent 
confusion between costs and invested 
capital on the one hand and values and 
net worth on the other. The three classi- 
fications could be headed: (1) “net 
cash,” which would include temporary 
investments; (2) ‘‘deferred current 
costs,” which would be the amounts to 
be charged against the next year for 
materials, supplies, merchandise and 
prepaid expenses; (3) “deferred long- 
range costs,” subdivided as (a) “orig- 
inal investment” in the several types of 
durable (not “fixed’’) assets, (b) the ac- 
cumulated instalments (not “‘reserve’) 
“charged against past operations,” with 
the remainder (c) “deferred charge 





WHEN YOU NEED FACTS ON 


Pensions... Profit-Sharing and Group 
Insurance Plans 


Write for list of our publications 
Charles D. Spencer & Associates, Inc. 
166 W. Jackson Blvd., Chicago 4 
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THE MIGHTIEST 


The Comptometer doesn’t do every fig- 
ure job business calls for. But it does 
so many jobs so much better, it is in 
demand practically everywhere. That’s 
the reason Comptometer has accumu- 
lated more business experience and 
more office seniority than any other 
adding-calculating machine. 


Operators like the operating ease 
and, from results, bosses can’t help 
rating its efficiency high. Inventive 
engineers gave Comptometer Floating 


LITTLE WORKHORSE IN BUSINESS 


Touch, a synonym for operation with- 
out fatigue. Through another Compt- 
ometer first known as Direct Action, 
answers appear instantly in large read- 
able figures. The machine is unfail- 
ingly accurate. In case the operator 
does slip, signals are flashed to the 
senses—via sight, sound, touch. 


Whether this wondrous little work- 
horse can do certain jobs in your office 
better is something you may want to 
work out with the Comptometer rep- 


COMPTOMETER’ 


resentative. If you’d like a demonstra- 
tion on your work, call him in. He’s in 
the Yellow Pages, or send the coupon. 


FELT & TARRANT Mfg. Co. 
1734 North Paulina St., Chicago 22, Illinois 
Gentlemen: Without cost or obligation — 

€- I want more information about the new Comptometer 


| 

I 

! 

| 

| 

~] Please arrange an office demonstration 
CD Please arrange for a free office trial | 
! 

I 

I 

| 

I 

! 

| 

I 

! 
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Name ee 
Company 


Address a — 


! 
! 
I 
1 
! 
! 
! 
| 
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1 
| 
I 
! 
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City SEE 


! Other products: COMPTOMETER® DICTATION MACHINE; 
! 10-Key COMPTOGRAPH® CALCULATING-ADDING MACHINE. 
fices in principal cities and throughout the world. 














by W. R. Wright 


by Paul Kircher 








against future operations.” Additional 
headings might be used for investments 
outside the regular business and for 
long-term debt, if any. 

The current ratio is a much overrated 
part of our financial folklore. Doubt- 
less it was more useful before high taxes 
took precedence over other debts and 
when creditors had only balance sheets 
(which were then supposed to show 
values). Today sales and earnings are 
more fully reported, but many inven- 
tories are no longer priced as current 
assets or with any respect for liquidat- 
ing values. Decreases in the current 
ratio are now as likely to reflect the abil- 
ity of the concern to earn a higher tax 
debt as to indicate any real decline in 
liquidity. If, in all cases, taxes were 
fully offset against the current assets 
before computing the ratio, the results 
would have more meaning. Actual prac- 
tice in offsetting varies so widely that it 
is unsafe to use the current ratio with- 
out first investigating how it was com- 
puted. More could be accomplished by 
devoting the time and energy to the 
development and use of more scientific 
standards. 

Working capital, better described by 
the older term “circulating capital,” is 
employed to finance the flow from ex- 
penditures through receipts to re-ex- 
penditures. The same is true of the rest 
of the capital except that the cycles are 
longer. Thus, the adequacy and eff- 
ciency of the various investments can 
be measured best by reference to the 
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Forthcoming Features 


IN THE CONTROLLER 


%& THE PRESIDENT LOOKS AT 
THE CONTROLLERSHIP FUNCTION 


by L. A. Miller and Herbert P. Buetow 


¥%& PRICING WITH DIRECT COSTS 


¥%& INTEGRATION OF DATA-PROCESSING REQUIREMENTS 
AND THE DESIGN OF ELECTRONIC EQUIPMENT 





money value of the flow, as shown by 
the gross revenues or sales. 

When the price level rises, the op- 
timum net cash and FIFO inventories 
should keep pace with the sales but the 
other assets, priced in earlier dollars, 
may lag many years behind. Thus the 
aggregate of the assets will move dif- 
ferently from its components and, more- 
over, it will be affected by the errors of 
each. Hence, the aggregate is an unre- 
liable standard against which to measure 
any of its components. Also, it cannot 
possibly be a standard against which to 
measure itself. For each class of asset, 
and for the net assets as a whole, it is 
better to use an independent standard 
such as the ratio to the gross revenues 
or sales. 

Standards for the several classes of 
assets can be established in the same 
dollars as the sales ‘as percentages of 
the sales (or gross revenues). The net 
cash and FIFO inventories, being in ap- 
proximately the same dollars, can be 
compared directly with such standards. 
In the case of other assets, the standards 
should help to indicate how much addi- 
tional investment would be required for 
each added layer of sales. The balances 
from earlier years, however, would have 
to be translated into current dollars be- 
fore they could be compared with the 
standards. Also, such translation is nec- 
essary before profit can be compared 
with invested capital. 


E. STEWART FREEMAN 
Cambridge, Mass. 


DISTRIBUTION TO SUPERVISORS 


Editors, THE CONTROLLER: 


We request your permission to repro. 
duce by the Xerography process Munro 
Corbin’s article “Operating Statements: 
Get Them While They’re Hot,” which a 
peared in the November 1955 issue of 
THE CONTROLLER. It is our desire to djs. 
tribute this article to all supervisors in the 
controller's department of our Findlay of. 
fice. We are making a similar request of 
Mr. Corbin. 

While THE CONTROLLER normally gets 
large circulation within our organization, 
this is the first instance where we have 
been desirous of reproducing an article 
We do not know what your wishes are rel. 
ative to reproduction of articles appearing 
in your publication. Should we request 
your permission in each instance ? 


K. M. BuRNs 
Assistant Controller 
The Ohio Oil Company 
Findlay, Ohio 


We prefer that readers request permission 
for each article. It is our policy to grant our 
authors the right to refuse further publica 
tion if they should wish to do so. In most 
instances permission is gladly granted by 
them and by us for reuse of our material, 
Credit should be given to the author and th 
magazine and we would appreciate a copy 
of the reprint for our files. |§ —The Editors 


OLD CONTROLLERS NEVER DIE... 


In a recent mailing campaign to in- 
crease the number of nonmember sub- 
scribers to THE CONTROLLER, the editors 
received the following reply: 


“Please discontinue sending advertising 
matter to Mr. B as he has passed 
to a better world, whither all controllers 


” 


go. 





















QUALIFIED EXECUTIVE 
Available Immediately 


Emphasis on financial management, budg- 
ets, forecasts. Currently informed in mat- 
ters of cost accounting, taxation, electronic 
equipment methods. 

Recent experience in top managerial 
capacity with small manufacturer. Able 
to assume responsibility and delegate 
authority. Comprehensive experience as 
controller-treasurer and in public ac- 
counting (CPA-NY). Successful wartime 
record in administration, financing and 
accounting under wide variety of gov- 
ernment contracts. 

Basic interest lies in association with a 
reputable organization where opportu- 
nity exists requiring capacity of high 
calibre. Excellent character, health, edu- 
cation and background. Will relocate. 


Box D2203 
THE CONTROLLER 


Two Park Avenue * New York 16, N. Y. 
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Patterns in Distribution 

Since 1930 an increasing portion of the nation’s labor 
force has been employed in the distribution of goods and 
the number employed in production has declined. But de- 
spite the increasing number of workers absorbed by distri- 
bution industries, the cost of distribution, measured as a 
fraction of the retail dollar, has not increased since World 
War I, according to Dr. Harold Barger of Columbia Uni- 
versity. 

In a comprehensive study for the National Bureau of 
Economic Research (published by Princeton University), 
Dr. Barger points out that output per man-hour in the dis- 
tribution industries has been increased but much less than 
in production. In distribution the increase was 20 per cent 
between 1929 and 1949 compared with an increase of more 
than 66 per cent in manufacturing, mining and agriculture. 


Capital for Tomorrow 

A high level of capital expenditures by U.S. corporations 
during the next decade is possible from the standpoint of 
available capital funds, according to a study recently released 
by the Machinery and Allied Products Institute. The MAPI 
findings support the conclusion drawn in earlier studies that 
the basic position of the capital goods market is strong and 
that there is prospect for further strengthening during the 
forthcoming decade. 

Two main conclusions are indicated by this study: 

1. From go to 95 per cent of the projected expenditure 
requirements will be covered by capital funds from internal 
sources, on the basis of retained earnings estimates. 

2. The projected deficiency of internal funds appears to 
be amply covered by projected capital funds from external 
sources, such as security issues, mortgages, bank loans, and 
accrued tax liabilities. 

MAPI estimates that depreciation and amortization allow- 
ances will probably provide around two thirds of the total 
funds needed, while retained corporate earnings will prob- 
ably account for roughly 25 to 30 per cent, with the balance 
covered by funds from external sources. 

In its study, the organization accepted two premises: that 
there will be no major depression and no significant further 
inflation during the decade ahead. 

But if the U.S. economy should ever again turn down 
toward a major recession, stabilizers now built into the 
federal fiscal structure could automatically offset a substantial 





part of the decline in gross national product, according to 
a Washington, D. C., economist, David Lusher, in a report 
released recently by the National Bureau of Economic Re- 
search, entitled ‘Policies to Combat Depression.” 

The offsetting effect of the built-in stabilizers, according 
to the report, means that any future downturn will be 30 to 
40 per cent less than would occur if they did not exist. It 


= was pointed out that few of these stabilizers existed 25 years 
; ago, and in fact, ‘‘at the beginning of the depression of the 


1930's government budgets aggravated the downturn by 
10 to 20 per cent,” according to one economist who analyzed 
the study by Dr. Lusher. 


Trends in Welfare Plans 

Are persons of 45 or over unable to get jobs because their 
age requires higher employer contributions to employe wel- 
fare plans? 

Discussing this subject before a recent investigation by 
the New York State Insurance Department, two well-known 
individuals warned that current trends are creating a “‘new 
feudalism.” In a letter presented to the investigating body, 
Beardsley Ruml, former chairman of R. H. Macy & Co., 
urged that beneficiaries of the employe welfare plans be 
given more information and greater protection. 

He declared that the problem is one for federal rather 
than state government action and contended that “the 
American economy is transforming itself into a new feudal- 
ism with individuals being locked into employment in com- 
panies in which they have accumulated substantial pension 
rights; and companies being unable to employ desirable 
personnel over a certain age because of the impossibility of 
accumulating adequate pension provisions.” 

The net result of this trend, according to A. A. Berle, Jr., 
board chairman of the Twentieth Century Fund, is that “men 
in and past middle life are consigned to the economic scrap 
heap.” Mr. Berle urged that credit built by an employe in 
one fund should be transferable to another although he 
admitted that such a provision would be “complicated in 
the extreme.” 

Further in the investigation it was stated that pension 
fund assets now approximate $25 billion with the amount 
increasing yearly and Mr. Berle expressed the belief that in 
20 years there would be at least $80 billion in these funds. 


Exit Records 

Since 1953 the Federal Government's records-disposal 
program has resulted in reduction of records on hand almost 
by half. There were an estimated 2 million cubic feet of 
records prior to 1953. Latest figures, according to a report 
in Tax Outlook, show this has been cut to a total of slightly 
over 1 million. 

And a recent news item from the Post Office Department 
noted that in fiscal 1955 it had disposed of 375,000 cubic 
feet of records. That is the equivalent of freeing more than 
60,000 file cabinets. Put another way, the disposed records 
would fill 170 freight cars. —PAUL HAASE 
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Wherever your interests are riding 


~.- they’re safer — 
protected through AFIA! p 


Do YOU BUY tea or spices originating in some remote mountain fastness? Th 
Do you build roads or power plants in “back of beyond’’? Do you 
have branch offices in busy foreign cities? Whatever, wherever 
your operation, the right insurance protection—AFIA 
protection—can mean the breath of life to your 

business abroad in event of a serious loss. 



















AFIA’s protection is right for your 
business because: 

. .. it brings you the facilities and 

expert services of more than 500 branch 

and claims offices around the globe. 


<@, ...it assures you of protection fitted not \ 


only to the needs of your individual tor 
operation but to the many important def 
local conditions affecting it at the site. pro 


... its great financial strength 
and long experience mean the 
finest bonding and insurance ei 

: : } 

security obtainable. un! 


Consult Your Agent or Broker 


pri 
tin 
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an 
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sul 
his 
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161 William Street e New York 38, New York 


_. CHICAGO OFFICE . Insurance Exchange Building, 175 West Jackson Blvd., Chicago 4, Illinois €0 
_ DALLAS“ OFRIGE 2.6452)... Mercantile Bank Building, 106 So. Ervay Street, Dallas 1, Texas Ww! 
e LOS AMIGELES-OEPFICE |. 6. 6.5 é.505 0 ac 3277 Wilshire Boulevard, Los Angeles 5, California of 
fm SAN FRANCISCO OFFICE............ 98 Post Street, San Francisco 4, California Je 
WASHINGTON OFFICE . . Woodward Building, 733 15th Street, N.W., Washington 5, D.C. 





















Thomas T. Arden 


HEN A MANUFACTURING CORPORA- 
WE ox is preparing for growth, a pat- 
tern of objectives should be rather clearly 
defined and understood in order that ap- 
propriate goals may be established. It is 
rather amazing to observe the number of 
rather large corporate entities that appear 
to embrace growth without well-defined 
objectives. Industrial history contains an 
unfortunately large number of ventures 
which have grown out of hand and into 
trouble largely because no clear concept 
of objectives has been established. It is 
not enough merely to have a desire to 
grow and to move along the growth path- 
way on the basis of “‘playing by ear.” 

Most corporate growth involves a sub- 
stantial number of complexities and the 
price is not only high but increasing as 
time wears on. In order to grow and at 
the same time remain financially “healthy,” 
it is automatically required that objectives 
be well established, constantly reviewed 
and frequently overhauled should unfore- 
seen circumstances point to the wisdom of 
substantial change in planning. Let us 
highlight an objective or two that fre- 
quently become almost lost in an endeavor 
to expand a manufacturing enterprise. 


PROFIT IS IMPORTANT 

First there is the simple but rather basic 
matter of profit philosophy. It might be 
said that a manufacturing enterprise exists 
only to serve successfully its customers, 
but this automatically requires that the 
venture be profitable. (I marvel at the 
great number of industrial ventures which 
continue to appear on the business horizon 
with adequate evidence that the making 
of a profit is not clearly defined as an ob- 
jective. ) 

From time immemorial, no one has yet 
found a substitute for profit as a lubricant 
to turn industrial wheels, and it seems to 
be that the hue and cry of the Socialists 
to give profit an unsavory character may 
have inadvertently led too many corporate 
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entities to believe that profit might after 
all be a sort of “dirty word” and that it 
should be submerged and kept out of po- 
lite discussion. 

However, if free enterprise is to con- 
tinue to provide the people of America 
with the greatest and most rapid advances 
in living standards that the world has ever 
experienced, profit is an integral and es- 
sential part of any program and it must 
have the stature ae acceptance which it 
deserves. 


PEOPLE ARE IMPORTANT 


Secondly, preparation for growth must 
recognize the importance of people. 
Thinking of the individuals who must 
conceive, dream about, and carry out the 
plan, the record of truly remarkable in- 
dustrial growth has invariably been asso- 
ciated with outstanding and unusual in- 
dividuals. While we may think of people 
like Andrew Carnegie and Henry Ford as 
being associated with an earlier part of 
our industrial development as a nation, we 
must also remember that within our own 
personal experiences we have seen re- 
markable present-day industrial growth 
associated with unusual people of the 
caliber of Ernie Breech in motor cars, Roy 


Ingersoll in such a diversified enterprise 
as Borg-Warner, and Richard Reynolds in 
aluminum. 

All these people possess vision, under- 
standing, courage, resourcefulness and 
leadership as vital ingredients necessary 
for a sound industrial growth pattern. The 
larger the plans may be, the greater the 
need for more such individuals because 
it is probable that all big jobs are not one- 
man operations but must instead be carried 
forward by an increasingly large group of 
people each in turn possessing the quali- 
ties essential for success. (In this sense, I 
sometimes wonder if the industrial growth 
of America tends to move faster than the 
building of an adequate supply of such 
individuals.) There seems to be a national 
shortage of able people skilled .in the art 
of management in its many forms. New 
and far more serious attention must be 
devoted to increasing the supply of people 
of competence with a willingness and an 
ability to guide expansion which can 
quickly get out of hand without proper 
guidance. 


RESEARCH AND DEVELOPMENT 
A third and generally accepted prerequi- 
site for industrial growth patterns is a re- 
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search and development program. A cor- 
porate entity electing to grow by the virtual 
lifting of its own boot straps must have an 
adequate research and development pro- 
gram. A weakness within our national 
industrial structure resides in inadequate 
research expenditures. 

Too many corporate ventures come into 
being and endeavor to grow by merely 
copying the product of another. But the 
true feeding of an ever-growing industrial 
economy can only be properly supplied 
through searching for the new, the dif- 
ferent, and the unknown. At best, this is 
an expensive process involving a great 
amount of trial and error and it takes a 
substantial amount of industrial courage 
to set aside funds sufficient to support ade- 
quate investigation, but no plan for growth 
that is sound can ignore the corporate 
need for something to make tomorrow 
which does not exist today. 


MARKET ANALYSES, 
ACQUISITIONS AND MERGERS 

Likewise, in preparing for growth, mar- 
ket analyses are almost essential, and 
herein lies an opportunity for substantially 
more effort than is embraced by many 
corporations contemplating growth. One 
might think there is general acceptance of 
the idea that a corporation must know 
where and to whom it will sell its prod- 
ucts, but one would be amazed at the lack 
of such information in some of our larg- 
est enterprises. 

In contemplating growth, acquisitions 
and mergers must not be discounted be- 
cause they do possess certain attributes 
normally cataloged as “known’’ versus 
“intangible.” However, they are not al- 
ways open to all corporations, especially 
when the antitrust laws of the country 
are a necessary part of the consideration. 





OUR CASE HISTORY 

Let us now discuss some specifics inci- 
dent to our latest brick and mortar growth 
in California, a new plant covering ap- 
proximately 240,000 square feet and lo- 
cated on a 30-acre site in North Long 
Beach. This plant houses the Grayson 
Controls division of our corporation 
which is engaged in the manufacture of 
thermostatic control devices intended pri- 
marily for use in household appliances. 
This division started its corporate history 
in 1928 with one employe in a one-car 
garage located in the city of Lynwood. Its 
product was a thermostatic control for an 
automatic gas water heater. 

By 1953, after 25 years of growth, the 
plant had expanded to approximately 
125,000 square feet, housing about 900 
employes. Unfortunately, in a way, the 
community around the plant had also ex- 
panded to the point where the enterprise 
was almost completely ‘hemmed in’”’ on 
three sides by city streets and on the 
fourth by owners of 25-foot lots, each 
believing that his real estate was worth 
at least $100,000 an acre. Obviously, fur- 
ther expansion at this site was approach- 
ing the impossible. 


OUR NEEDS 

The total land here available was ap- 
proximately five acres which did not even 
provide adequate off-street parking facil- 
ities for the employes. Our town is hope- 
lessly spread out and people normally live 
many miles from their place of employ- 
ment. There is no adequate public trans- 
portation so the private automobile is the 
accepted device. Parking, therefore, pre- 
sents a very real problem and “off street”’ 
on corporate property seems to be the only 
solution. 

This Lynwood, California, plant, at the 
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time, was little better than an agglomera. 
tion of 15 odd buildings which had beep 
added to the original over the 25 years of 
growth, and though all sort of welded 
together into a single structure, they pre. 
sented the usual problems incident to the 
separate ideas of a large number of build. 
ing contractors extending over the years, 

Sales forecasts, market analyses and the 
fruits of an intensive research program, 
conducted, incidentally, at our West Coast 
Research and Development Laboratory 
located near the International Airport, 
combined to suggest that expansion and 
growth must be embraced. Our forecasted 
projections, respecting the volume of busi- 
ness we might reasonably anticipate inci- 
dent not only to our present products but 
also to the new devices created by our 
Research and Development Laboratory, 
indicated rather clearly that we were 
ready to consider a major move to a new 
and larger home. 

A careful integration of these sales 
forecasts, the market analyses, and the po- 
tential of the newly developed devices 
indicated that we could safely consider a 
new plant approximately twice the size 
of the existing plant while a quick cal- 
culation of the needed service yards and 
parking areas showed that we would re- 
quire approximately 30 acres for a new 
venture. 

We synthesized the expansion of the 
production of our present line of devices 
and the establishment of new production 
facilities to make the new devices, and 
with the use of standard transparent tem- 
plates, our Industrial Engineering De. 
partment created a proposed factory layout 
to completely house a new operation. 


FINANCING 

A cost estimate for the entire project 
indicated the desirability of seeking ap- 
propriate financing for the project. After 
considering a number of plans, including 
leaseback, the corporation finally decided 
to finance the project (along with other 
building operations in Connecticut and 
Pennsylvania) through the use of the is- 
suance of convertible preferred stock com- 
bined with long-term borrowings and 
from a group of insurance companies. 
With the funds under our belt, the first 
job was to find a nice piece of dirt of 30 
acres and here are some of the problems 
we encountered. 


LOCATION 

Our business, the manufacture of ther- 
mostatic control devices, might be de- 
scribed as the manufacturing operation 
embodying dollar's worth of labor and 
penny’s worth of material. People, there- 
fore, are a very important part of our 
business and with some employes at the 
existing location in Lynwood, we felt it 
essential that any new location be within 
reasonable distance from the homes of out 
employes. Accordingly, we pinpointed on 
a large map the home of each of our then 
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employes and discovered that our center 
of population was approximately one mile 
south and east of the existing plant. 

Using this center, we drew a circle on 
the map using a five-mile radius and de- 
cided that we would do our best to find a 
spot within this area which would mean 
that the average employe would not have 
to travel more than four miles more than 
he was presently traveling. The five-mile 
radius apparently turned out to be sound 
because we found that after the move, we 
had lost practically no employes. 

Our next objective was to endeavor to 
find a location either on a major boulevard 
ot hopefully a new freeway or high-speed 
highway and still within areas zoned for 
our kind of manufacturing. Major street 
location seemed to us to be of substantial 
importance not only for the advertising 
value of the location but also because a 
good location makes us visible to pro- 
spective new employes regularly traveling 
such streets daily. 

Obviously, we also had to give adequate 
consideration to the availability of the 
usual utilities, water, gas, electricity and 
sewers. Land topography is also important 
because we have earthquakes now and 
then. The site, therefore, would have to 
be appropriate to support a building of 
substantial size and weight and house 
some fairly heavy machinery. 

In the rapidly growing communities, 
such as Southern California, we also 
found that local tax situations required 
very important consideration because some 
of our communities have grown so fast 
and have needed new schools, churches, 
hospitals, roadways and utility facilities so 
badly as to require some terrific tax loads, 
much of which is very easily shifted to 
corporate entities by virtue of assessment. 

Then these considerations and many 
more too numerous to detail within this 
discussion were weighed and we found, 
after searching several months, a location 
we considered to be ideal in North Long 
Beach located at the juncture of a new 
Long Beach River Freeway and Long 
Beach Boulevard, about 15 miles from 
downtown Los Angeles. 

At the time this site was acquired, ap- 
proximately one acre was located in the 
city of Long Beach and 29 acres just 
outside but in what we call the Los An- 
geles County and subject only to the 
county government. We found, however, 
that there were a number of advantages 
to being a corporate citizen of the city of 
Long Beach and it wasn’t long before we 
petitioned for an annexation and became 
wholly within the city. 


CONSTRUCTION PLANS 

In contemplating the construction of 
the building itself, we had before us the 
possibility of purchasing a standard struc- 
ture from a package building contractor 
or buying a building made to our order 
and specification. Obviously, the package 
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job is cheaper but only initially so in our 
kind of business, so we engaged an engi- 
neering and architectural firm to translate 
our paper plan for a factory into a three- 
dimensional structure of steel and con- 
crete. The importance of selecting a firm 
with adequate competence and experience 
in industrial construction so that the final 
design of the structure is appropriately 
geared to the kind of manufacturing you 
wish to conduct should be stressed. The 
firm we selected was rather large and with 
a complete departmental setup for han- 
dling the many mechanical and electrical 
aspects of problems. 

We soon had a set of plans premised 
upon our original industrial engineering 
layout and from this succeeded in getting 
eight prospective contractors to bid on 
the structure. A great many more poten- 
tial contractors wanted to bid on the job 
but we endeavored to limit the bidders 
only to those larger contractors experi- 
enced in this type of work. 


COSTS AND CONTRACTS 

We asked for tenders premised upon 
an incentive-type contract containing a 
guaranteed maximum cost and with a divi- 
sion of the savings, part to the contractor 
and part to us, in the event that he suc- 
ceeded in finishing the structure at less 
than the guaranteed maximum. We thus 
had a known outside figure for controlling 
the cost and the contractor in turn had an 
incentive to do the job efficiently. This 
worked out very well and a substantial 
sum of money was saved on the project. 

We found the potential contractors very 
willing to have their own costs audited 
monthly in order that a fair appraisal of 
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the total cost and of the incentive would 
eventually be determined, and we found 
that our own controller was able to work 
very smoothly with the contractor and to 
keep the entire operation “under control.” 

We also found that many prospective 
contractors had their own concept of just 
what kind of building contract should be 
drawn as binding upon the contractor and 
the owner. Our own Legal Department 
thought that substantial modification in 
these standard forms was very desirable. 
It is recommended that legal services be 
employed when such contracts are pre- 
pared in order that they contain adequate 
safeguards. 

Incidentally, there was no_ penalty 
clause in our contract since we believe that 
there are so many elements beyond a con- 
tractor’s control affecting completion dates 
as to make unwise the inclusion of any 
financial penalty geared to completion. 
To be realistic, the contractor would auto- 
matically have to add a very substantial 
“insurance premium” which in the final 
analysis would only add to the cost of the 
total structure. 

Most possible delays normally experi- 
enced in construction work of this kind 
are incident to labor troubles, and at the 
time we entered the contract, we ascer- 
tained that most of the separate building 
trades unions had a good many months 
to go before their existing contracts ex- 
pired which gave us a high degree of 
realistic freedom from this kind of stop- 
page. We did experience one or two mild 
situations but they were of very short 
duration, and it is interesting to note that 
our structure was completed on time. 
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Fred G. Tuttle 


MERICAN BUSINESS TODAY needs com- 
A prehensive cost control information 
to achieve desired net profit goals. It needs 
this information in a form which is read- 
ily understood and can be utilized effec- 
tively with a minimum of effort on the 
part of management and operating per- 
sonnel. The needs of management and 
operating personnel may best be served 
by presenting them with a report in which 
the profit and loss chart, the budget, the 
forecast and the ideal cost concepts have 
been combined. 

Before such a report is prepared, sev- 
eral concepts must be redefined and intro- 
duced. Webster has defined a budget as a 
“financial statement of estimated income 
and expense... for a period of time, 
also plan for financing ... based on 
such a statement.” 

In modern American business the 
budget has become more a goal to be 
achieved rather than a forecast of “esti- 
mated income and expense.” Therefore, 
in the comprehensive report the budget 
reflects the required income and costs to 
produce the desired net profit. 

The concept of ideal cost, not found in 
most cost control programs, has been in- 
jected into the comprehensive program. 
Ideal cost might be compared to par on a 
golf course. Like a golfer, the business- 
man must constantly strive to lower his 
handicap to achieve par. Although he may 
never reach a perfect score, he must work 
to approach it to become or to remain 
successful in the highly competitive busi- 
ness world. 









Dynamic Variable Cost Control 


The budget is initiated by determining 
the desired annual sales, the per cent profit 
and the fixed expenses of the firm. It is 
assumed that the end-product (or prod- 
ucts) are to be sold in a highly competi- 
tive market and therefore the estimated 
selling agg per unit cannot be altered 
appreciably. If a new product is being in- 
troduced on the market, the selling price 
must be determined prior to the accumula- 
tion of actual costs. 

In the established firm, fixed costs are 
determined by referring to historical rec- 
ords plus other considerations and esti- 
mates. The planners, in determining fixed 
costs, must also take into consideration 
what they will define as comprising the 
firm’s nucleus. This nucleus is an impor- 
tant consideration since fixed expense is 
based on the premise that at zero volume 
the company will not be liquidated and 
that this central, “‘skeleton’” group of key 
personnel will be maintained. The cost of 
maintaining this nucleus, plus deprecia- 
tion, comprises the major portion of the 
firm’s fixed burden. 

Next to be determined are direct ma- 
terial and direct labor costs. Once again, 
historical data or estimated costs from 
which the selling price was set are avail- 
able for reference. After deducting the 
above costs from the selling price, the re- 
mainder, or balance, is the variable bur- 
den. This variable burden is then allocated 
throughout the operating departments. 
This may in some cases prove to be a 
“tight squeeze,” but if the desired profit 
is to be realized this allotment must not 
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be exceeded. The only other course is to 
increase the selling price per unit, which 
cannot be done in a highly competitive 
market. 

This procedure is illustrated by the ac. 
companying profit and loss chart (Ex. 
hibit 1) and explanation. 

In this hypothetical situation, the de. 
sired annual sales have been set at $3 mil. 
lion, profit at 10% on sales or $300,000 
and fixed expense at $600,000. By con- 
structing the graph in the manner illus. 
trated, the area below the line parallel to 
the total cost line represents the total 
variable cost. This is then easily deter. 
mined to be $2 million. After drawing in 
the direct material and direct labor costs 
across the bottom of the graph, the te- 
maining area represents the variable bur- 
den. Assuming direct material is budgeted 
at $700,000 and direct labor at $500,000, 
the total allowed variable burden is estab- 
lished at $900,000. 

Up to this point operating management 
has not been consulted regarding their 
forecasted costs. Actually they would have 
been incapable of developing the above 
type of information. Since the budgeted 
fixed and variable expenses have been de- 
termined, should they now be requested 
to furnish such information? Actually 
they have been trained and possess the 
“know how” to get and maintain good 
production, therefore, it seems impractical 
to request them to spend the time forecast- 
ing their expenses for different volume 
levels. 

Assuming for the moment that fore: 
casts had been obtained and they exceeded 
the total allowed burden of $900,000, 
would they be accepted as submitted or 
would they have to be revised? Actually 
the figures would have to be revised if the 
profit objective is to be realized. 

The departmental budgets, as prepared 
by the Financial Department, can be pre: 
sented to the operating personnel at 4 
meeting where the over-all plans and ob- 
jectives of the firm are reviewed. In addi- 
tion to the general review, specific infor- 
mation, pertaining to their departmental 
activity and its effect on the final ob- 
jective, can be pointed out. 

The next step in a cost control pro- 
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gram of this kind is to determine the 

“measuring stick” or unit of production. 
This measuring stick reveals the cost per 
unit of production which plays a vital 
part in helping personnel achieve the de- 
sired net profit goals with a minimum of 
effort. It is of the utmost importance that 
the unit of measure, once established, not 
be changed during the period covered by 
the budget. A flexible measuring stick is 
of no value when it comes to measuring 
performance. 

This measuring stick may be calibrated 
in practically any unit of measure, de- 
pending on the type of business. A laun- 
dry might use equivalent sheets as its unit 
of measure; another company might use 
pounds. Because of the variety of products 
manufactured in the average concern, 
standard hours of saleable production 
have proven to be a very satisfactory unit 
of measure. If the standards are set syn- 
thetically from carefully prepared basic 
data, a high degree of uniformity will be 
achieved. In the examples given here, the 
productive standard hour will be used as 
the unit of measure. Productive standard 
hours will be referred to as standard hours 
in the remaining portion of this paper. 
Standard hours, however, are not a cure- 
all, since they can be misused as indi- 
cated in the typical monthly summary re- 
port (Exhibit II). 

These figures indicate that February op- 
erations were poorer or equal to January 
and March in both variance and per cent 
of the budget. Although the figures are 
mathematically correct, the report never- 
theless is misleading. The variable burden 
required to produce a standard hour of 
saleable production actually decreased each 
successive month. 

If the fixed burden of $50,000 per 
month is subtracted from both the actual 
and budgeted expense and the balance 
divided by the standard hours produced, 
the resultant figures (Exhibit III) are 
definitely more informative. 

These figures are not distorted due to 
the effect of volume variances on fixed 
expense. Actual variable expense per unit 
produced has definitely decreased each 
month. This important fact is hidden in 
Exhibit II. Moreover, personnel inspect- 
ing such a report would be seriously mis- 
led in interpreting the firm’s operating 
cost for February in Exhibit II. 

Since fixed burden is fixed for the 
budget period and does not vary with the 
volume, it should not be included in the 
“Variable Cost Control Report.” 

The dangers of including the fixed bur- 
den in reporting the cost per unit can be 
demonstrated in two short examples: 

1. If a firm carries a fixed burden of 
$50,000 per month and produces 1,000 
standard hours of saleable production at 
a variable burden rate of $8.00 per stand- 
ard hour, then the cost rate per standard 
hour would be $58.00—by including the 
fixed burden in the calculations. 









EXHIBIT | 


Profit and Loss and Breakeven 
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EXHIBIT Il 
Production Burden 
Standard Per Cent 
Month Hours Actual Budget Variance of Budget 
January 5,000 $ 80,000 $ 75,000 $5,000 106.7 
February 10,000 107,500 100,000 7,500 107.5 
March 15,000 132,500 125,000 7,500 106.0 
EXHIBIT Ill 
Production Variable Burden Per Std. Hour 
Standard Per Cent 
Month Hours Actual Budget Variance of Budget 
January 5,000 $6.00 $5.00 $1.00 120.0 
February 10,000 5.75 5.00 75 115.0 
March 15,000 5.50 5.00 .50 110.0 








variable burden 


fixed burden 





cost rate — 


standard hours rate per std. hr. 


2. Following the same line of thought, 
if the same firm, carrying the same fixed 
burden of $50,000, produces 5,000 stand- 
ard hours of saleable production, but at a 
variable burden rate of $16.00 per stand- 
ard hour, its cost rate per standard hour 
would be $26.00. At first glance this ap- 
pears to be a reduction of more than half 
from the cost rate in the first example. 
The fallacy in this, however, is that the 
controllable cost per standard hour has 
actually doubled. With the fivefold in- 
crease in standard hours of saleable pro- 
duction, this amounts to an excess con- 
trollable cost increase of $40,000—[5,000 
(16.00-8.00) }. 

Information of this nature is definitely 
misleading, therefore, not conducive to 
taking expedient corrective action. 

With the fixed burden segregated and 


the use of a measuring stick (standard 
hours), a breakdown of cost elements by 
major groups may be made. Typical of 
such a breakdown is the information pre- 
sented in Exhibit IV. It will be noted that 
the variable burden rate of $5.00 per 
standard hour agrees with the budgeted 
amount in Exhibit III. 

As is evident in Exhibit IV the yearly 
fixed expense has been converted to a 
monthly basis and the variable budget to 
a cost per standard hour basis. Once the 
budget rates per standard hour have been 
established, they do not have to be recom- 
puted each month. They remain constant 
for the budget period and do not change 
with varying volumes. It will be noted, 
the elements comprising the variable bur- 
den total $900,000 per year. This agrees 
with the figure earlier developed by the 
financial personnel from the over-all fig- 
ures derived in Exhibit I. 
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Once the budget figures have been ¢. 
- : : augme 
tablished, the next step is to determine major 
EXHIBIT IV the ideal cost. Earlier, the development of sales, 
an ideal cost was mentioned, along with turing 
Yearly Budget Monthly Budget the fact that all variable costs are based budge 
, hour of i ‘ 
Variable Variable yas standard hour of production pro ment. 
—— . 4 t 
Per Sid. Per Std. A detailed study of each item of vari. trol R 
Fixed Total Hour Fixed Hour able cost must be made to determine the Exhib 
— oT a 180,000 ie optimum relationship between production port f 
<a and cost. 
Direct Material 700,000 3.89 = 3.89 . sa curren 
aa — $ 500,000 $ 278 $ wad $ 278 Such a study of direct labor costs indj- hour 
Burden cates a rate of $2.00 per standard hour, fixed | 
Sessittonent as shown in Exhibit V. This is based on and d 
Clerical $300,000 180,000 1.00 25,000 1.00 the average going rate of $2.00 ia actual hours 
one iuelling - 117,000 65 _ 65 hour and the fact that the standard hour Th 
upplies an : i 
Perishable Tools - 81,000 5 _ 5 oe P ete pn — opemings 1 a» 
Maintenance 72,000 108,000 60 6,000 60 Yo efficiency when producing a fair | ment’ 
Scrap - 18,000 10 _ 10 day’s work. 
Other 228,000 396,000 2.20 19,000 2.20 The supervision and clerical group of b 1. d 
pire anes accounts is based on the number of produc. ase 
Total Burden $600,000 $ 900,000 $ 5.00 $50,000 $ 5.00 tive workers which one foreman and clad tion. 
Total $600,000 $2,100,000 $11.67 $50,000 $11.67 should be able to handle. Other costs per 2. 
Sail ties <2 $ 700,000 $ 3.89 ee $ 3.89 standard hour are developed in the same hours 
oa manner. Comparative budget and ideal “a 
Total Excluding : : : stand: 
Direct Material $600,000 $1,400,000 $ 7.78 $50,000 $ 7.78 poe r standard hour ate listed in Ex ‘4 
It will be noticed that direct material stand 
has not been included in the above figures, trend 
Although it is a variable cost, material An 
EXHIBIT V expenditure precedes production, there- the re¢ 
fore, it would have a tendency to distort nize 
Variable Cost Per Std. Hour the cost control figures during periods of than 
Budget PEPE increasing and decreasing production. Ma- the n 
. a areeeniaiiens terial expenditures can be controlled sepa- due t 
Direct Labor - are $2.00 rately on an ideal cost basis. only 
Burden Once all this information—the profit low \ 
Supsetinn end Clade 1.00 75 and loss chart, the budget, the forecast ig 
Material Handling 65 55 and the ideal cost—have been compiled, = 
Supplies end Perishable Tools - ” the financial personnel are ready to under- ” 
Maintenance .60 45 : Br 
Scrap ‘10 03 take the next and final step; preparation roe 
Other 2.20 1.82 of a complete, comprehensive, combined om 
Total $5.00 $4.00 cost control report. — be th 
Srniiee woe whit This réport, which presents the op- sequ 
ee = == erating costs of the firm as a whole, is ures 
EXHIBIT VI—-VARIABLE COST CONTROL REPORT 
Monthly 
Fixed 
Cost _ 25,000 _ _ 6,000 _ 19,000 50,000 
VARIABLE COSTS PER STANDARD HOUR 
Supervision Supplies and Total Tot Baord 
Direct and Material Perishable Variable Variable a 
Period Labor Clerical Handling Tools Maintenance Scrap Other Burden Cost Biced 
Budget $2.78 $1.00 $ .65 $.45 $.60 $.10 $2.20 $5.00 $778 Boog 
Ideal 2.00 75 55 40 A5 03 1.82 4.00 6.00 Boo 
1955 Actual 
January 2.85 1.20 1.45 .60 45 By 2.15 6.00 8.85 
February 2.50 1.10 1.35 40 70 10 2.10 5.75 8.25 Boog 
March 2.35 1.15 95 50 65 05 2.20 5.50 7.85 B00 
April 2.40 1.05 1.10 25 55 10 2.15 5.20 7.60 
May 2.20 1.15 1.10 40 .60 .30 2.10 5.65 7.85 | 
June 2.30 1.05 1.15 10 55 10 2.15 5.10 7M Joo 
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THE CONTROLLER 


augmented by separate reports for each 
major cost center, ¢.g., administrative, 
sales, engineering, purchasing, manufac- 
turing. These are, in turn, backed up by a 
budget report for each individual depart- 
ment. f 

A typical summary Variable Cost Con- 
trol Report for the firm is presented in 
Exhibit VI. The lower portion of the re- 
ort represents the operating costs for the 
current month. Variable cost per standard 
hour is determined by subtracting the 
fixed burden from the total reported costs 
and dividing the balance by the standard 
hours produced. 

The information contained in Exhibit 
VI will immediately bring top manage- 
ment’s attention to: 


1. Forecasted profit or loss for the year 
based on current operating cost informa- 
tion. 

2. The monthly volume in standard 
hours required to break even. 

3. Per cent and excess variable cost per 
standard hour of budgeted goal. 

4, A breakdown of variable costs per 
standard hour to quickly localize adverse 
trends. 


An alert management, upon receiving 
the report for January 1955, would recog- 
nize the fact that the low volume rather 
than the budget variance accounted for 
the major portion of the loss. Excess costs 
due to variance from budget amounted to 
only $5,350, whereas the loss due to the 
low volume was $25,000. This total figure 
projected for the year would result in a 
loss of $364,200-as compared to the budg- 
eted profit of $300,000. 

Breakeven volume and profit or loss 
figures are computed as follows: 

The yearly projected figure would then 
be the $30,350 loss multiplied by 12. Sub- 
sequent projected yearly profit or loss fig- 
ures reflect previous months’ actuals plus 


current month projected for the balance of 
the year. 

Assume for a moment that Exhibit VI 
is the report for an individual operating 
department. Exhibit V1-A reflects the type 
of information that would appear in place 
of the information shown in the last five 
columns of Exhibit VI. Operating per- 
sonnel, although interested in the profit 
and loss figures, could not use the infor- 
mation appearing in the last five columns 
of Exhibit V1 to effectively control costs. 

The information contained in Exhibit 
VI-A gives the operating personnel a di- 


rect comparison of monthly controllable 
costs as compared with the budget and the 
total dollar variance caused by his indi- 
vidual efforts. 

A summary of the salient features em- 
bodied in the dynamic variable cost con- 
trol program are:— 


1. Budget is definitely tied in with the 
profit objective. 

2. Management is immediately aware 
of the effect the cost and volume variance 
will have on the final net profit if current 


(continued on page 96) 





Breakeven Volume—January 1955 
Formula 


Sales Revenue = Variable Cost + Fixed Burden 
Sales Revenue per Standard Hour 


$3,000,000 Sales __ 
180,000 Std. Hrs. 


Variable Cost per Standard Hour from report 
Direct Material Cost per Std. Hr. 


700,000 _ 
180,000 — 


Fixed expense per month 


Let x = Standard hours required to breakeven 
Then January breakeven volume is: 
16.67 x = 12.74 x + 50,000 
3.93 x = 50,000 
x = 12,723 standard hours 


Profit or Loss—January 1955 
Equivalent Sales Produced 
5,000 Std. Hrs. @ $16.67 = 
Less Cost 
Variable 
Direct Labor & Burden 
5,000 Std. Hrs. @ $8.85 
Direct Material 
5,000 Std. Hrs. @ $3.89 
Fixed Burden 


Monthly Profit or (Loss) 





























$ 16.67 

$ 8.85 

$ 3.89 $ 12.74 
$ 50,000 
$ 83,350 

$44,250 

19,450 

50,000 113,700 
$(30,350) 


EXHIBIT VI-A 




















Monthly 
Volume 
Required 
— pe Monthly Profit or (Loss) Yearly 
of Total Even Contributable to Projection Variance 
Variable — — Per Cent (Over) Under 
Cost Standard Budget Profit of Anticipated 
Budget Hours Variance Volume Total (Loss) Volume Budget Ideal 
100 10,000 _ 25,000 25,000 300,000 100 _ ins 
77 7,375 26,700 25,000 51,700 620,400 100 _ a 
114 12,723 (5,350) (25,000) (30/350) (364,200) 33 (5,350) (14,250) 
106 11,038 (4,700) _ ( 4,700) ( 82,050) 67 (4,700) (22,500) 
101 10,142 (1,050) 25,000 23,950 204,450 100 (1,050) (27,750) 
98 9,653 2,880 30,000 32,880 284,820 107 2,880 (25,600) 
101 10,142 ( 980) 20,000 19,020 173,940 93 ( 980) (25,900) 
95 9,294 5,700 25,000 30,700 255,700 100 5,700 (21,000) 
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J. Henry Landman 


HE YEAR 1955 has given us another 
pst crop of important court deci- 
sions and Treasury rulings in the field of 
federal taxes. They interpret our laws for 
the year still open for examination in the 
matter of tax deficiencies and refunds. 
They also cast light on the revolutionary 
Internal Revenue Code of 1954 under 
which we now live. They do more than 
explain our tax statutes. In a significant 
sense they make our tax laws. 


INDIVIDUAL 

Expenses incurred to increase prestige 
and reputation constitute personal and 
therefore nondeductible expenses.1 

Reimbursed expense deduction, in ad- 
dition to the standard deduction, is denied 
in figuring adjusted gross income of an 
employe who pays his own expenses. His 
employment contract must specify the 
amount of the reimbursement to be en- 
titled to this deduction. Outside salesmen, 
however, can take business deductions 
even if not reimbursed.” 

Expenses incurred looking for a good 
investment are not deductible but those 
for a specific investment are.® 

Cost of search for work is a nondeduct- 
ible personal expense.* 

Compensation, excessive for current 
services, is nevertheless justified as a de- 
duction for previous services.® 

Employes’ trusts are not inherently dis- 
criminatory in favor of the executives 


Tax Highlights of 1955 


when it appears so at the time of termina- 
tion due to adverse business conditions.® 

Promissory notes as security received on 
account of services for a past-due debt are 
not taxable income.” 

Sale of note given for salary produces 
ordinary income.’ 

American employes of foreign subsid- 
iaries of domestic corporations are en- 
titled to social security benefits.® 

Citizen residing abroad may deduct full 
amount of medical expenses and real 
estate taxes on his foreign residence with- 
out apportionment based on source of in- 
come.1° 

Auto pool contributions are not in- 
come,14 

A dependent is one whose support is 
furnished to the extent of more than one 
half of the cost including the rental value 
of the lodging.!? 

Employes’ moving expenses from one 
location to another in connection with old 
but not with new employment is deduct- 
ible.18 

Year-end dividends of savings and loan 
associations are not taxable income for 
cash basis taxpayers until the following 
year when the checks are received.14 

Alimony in connection with an inter- 
locutory decree of divorce is correspond- 
ingly deductible and taxable by the two 
spouses.1° 

Alimony payments contingent on hus- 
band’s income level are taxable to the wife 





J. HENRY LANDMAN, Ph.D., J.D., J.S.D., is a New York 
tax attorney. He is a member of the Income Tax Committees 
of the American Bar Association; the New York County Law- 
yers Association; Federal Bar Association of New York, New 
Jersey and Connecticut; the National Association of Manu- 
facturers; and the Federal Tax Forum. He is also professor 
of tax law at the New York Law School and tax counsel to 
the Foreign Tax Group of the New York City Control of 
Controllers Institute of America. This is his seventh an- 
nual tax highlights article written for THE CONTROLLER. 
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and deductible to the husband because 
they are contingent even though the pay. 
ments are otherwise installments of a 
lump sum.1¢ 

Divorce award for alimony and suppor 
for children without allocation is fully 
deductible as alimony but is not qualif. 
able for the support of children for de. 
pendency deductions.17 

Personal items essential to business 
may be deductible. However, dentures, 
hearing aids, business suits, and account: 
ants’ glasses are primarily personal in 
nature and therefore their costs are not 
deductible.18 

Medical expense deductions include an 
inclinator.19 

Benefits for pregnancy ate not exclud- 
ible as sick pay.?? 

Office and travel expenses incurred for 
corporate purposes are not deductible by a 
majority stockholder.1 

Meals and lodging at residence are de- 
ductible where it is a minor post of em- 
ployment.?? 

Traveling expenses allocable to one's 
wife are not deductible unless she renders 
a business purpose.?3 

Transportation expenses between jobs, 
other than commutation costs, are de- 
ductible if not reimbursed, in addition to 
the standard deduction.?4 

Transportation expenses whether in- 
curred away from home or not are de- 
ductible. But travel expenses including 
meals must be incurred ‘away from 
home.”?> The First Circuit declares that 
“away from home” does not necessarily 
mean over night.?6 

Travel expense to a milder climate is 
a nondeductible personal and not a medi- 
cal expense.?7 

Transportation but not meals and lodg- 
ing primarily for and essential to medical 
care is deductible under the 1954 Code.* 

Premium payment test for estate tax 
liability of life insurance proceeds is un- 
constitutional because it is a levy of a di- 
rect tax without apportionment.*® 

Vacation pay accrues only when liability 
is clearly established. This applies only to 
years ending on or after June 30, 1955.” 

Income of short-term trusts is taxable 
to the grantor under Sec. 39.22 (a)-21 
(c), Reg. 118 where he has an interest 
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which will revert to his estate at his death 
in less than 10 or 15 years, whichever is 
a plicable.*? ni: 

Payments to employe’s widow are proper 

deductible accruals for as many as 12 years 
rovided the aggregate amount is reason- 

able. Payments received by widows after 

December 31, 1950 are taxable.3? 

Death benefit payments to the widow 
of a deceased employe constitute a deduc- 
tion when paid even though the taxpayer 
is on the accrual basis.23 

Payments to employe’s widow are de- 
ductible for three years when paid.*4 

Guaranty of a corporation’s debts by a 
shareholder may yield him a full deduc- 
tion.®° 

Payment of judgment as joint tort- 
feasor is not an ordinary and necessary 
expense under Sec. 23 (a) (1) or as a 
loss under Sec. 23 (f) 1939 I.R.C.3¢ 

Convenience of employer rule applies 
to an individual hotel owner, who thus 
receives free board and lodging.*” 

Liquor expenses to business prospects 
in dry states are not deductible.3§ 

Head of household need not have a 
relative in existence throughout the year 
and the dependent may be that of another 
taxpayer.®? 

Treasury's levy for husband’s tax on 
property in the hands of a bank is not 
paramount to the right of the wife to this 
property where it is jointly owned.* 

Flat purchase of bonds yields ordinary 
full rates on interest after cost has been 
recovered if there was a reasonable ex- 
ectancy that the principal will ultimately 
; collected.41 

Distributions from a qualified pension 
or profit-sharing trust are taxable even 
though its source is tax-exempt securi- 
ties.42 But such distributions may be tax 
exempt because of the $5,000 death bene- 
fit exemption or because an employe 
earned his pension working abroad.*% 

Escrow payment for property is con- 
structively received by the seller if the 
deferment is insisted upon by the seller 
and not by the buyer.*# 

Damages for loss of capital but not of 
earnings is received tax free.4® 

Constructive income for cash basis tax- 
payer is taxable; but constructive pay- 
ments are not deductible.*¢ 

Membership dues in an organized char- 
ity are not necessarily a charitable deduc- 
tion, but may be a business expense if it 
tenders a service to the member.47 

Contracts that cannot be valued cur- 
rently have the taxable income derived 
therefrom deferred until after cost is re- 
covered.48 

Compensation for roll-back purposes 
refers to gross and not net compensation 
when applying the 80% test for purposes 
of taxing the years when services were 

actually earned.*9 

Purchase of stock by shareholders with 

corporate funds results in dividends. 

Real estate taxes and mortgage interest 


paid on a personal residence cannot be 
capitalized as part of the cost of the prop- 
erty.51 


CORPORATE TAXES 

Distribution from profits during a cor- 
porate liquidation are not ordinary divi- 
dends but capital gains.5* 

Carry-back to the predecessor of a 
merged corporation is denied.®* It criti- 
cizes and distinguishes Stanton Brewery 
Inc. 176 F(2d) 573 in that the latter in- 
volved a carry-forward. 

Additional depreciation is allowed ten- 
ant for fully depreciated building for the 
purchase price which exceeds the value of 
the land, and is not a business expense 
deduction.®4 

Faster depreciation methods under Sec- 
tion 167(c) 1954 Code are not neces- 
sarily governed by previous estimated 
lives of property.®° 











Depreciation of improvements on leased 
property under option to purchase is al- 
lowable.5° 

Loss on United States bonds acquired to 
provide security under a contract is de- 
ductible as a business expense.®* 

Corporate distribution pro rata is a 
partial liquidation and not a taxable divi- 
dend if its purpose is to dispose of some 
shares of stock, overruling the net effect 
theory sponsored by the Commissioner of 
the Internal Revenue Service.5§ 

Unrealized installment obligations are 
taxable on transfer from a corporation to 
a partnership.®? 

Year of loss of a stock sale fixes the 
time of the loss.“ 

In completed contract method of report- 
ing, contingent or uncertain items are not 
proper accruals in the year the contract is 
completed.® 

Payments to stockholders on obligations 
assumed by a corporation on cancellation 
of a contract with a third party are not de- 
ductible expenses because they were con- 
tractual obligations and not operating ex- 
penses.®? 

Interest on defaulted interest is deduct- 





ible no matter what the probabilities as to 
payment.® 

Obsolete goods as reductions of inven- 
tory must be taken in year of actual ob- 
solescence.*4 

Distributions of borrowed monies in 
F.H.A. building transactions against un- 
realized appreciation in excess of current 
or accumulated earnings yield capital and 
not ordinary gain. Under Section 312 (j) 
of the 1954 Code the result would be 
ordinary income.® 

Lease with option to buy is a sale if 
large enough to exceed the depreciation 
and value of the property.°* However the 
Fifth Circuit** and the Iowa District 
Court®8 hold that it all depends upon the 
intent of the parties. 

Pension or profit-sharing contributions 
may not exceed 15% of payroll and the 
excess may be carried over to the next 
year.®9 

Profit-sharing plans do not require a 
definite predetermined formula for em- 
ployer contributions.7° 

Employer's contributions to profit-shar- 
ing plan are proper deductions where they 
are less than 15% of compensation, 
though they do not comply with the orig- 
inal formula.71 

Non-negotiable notes are not the same 
as cash because their value is not ascer- 
tainable.7? 

Instalment sales agreements that are 
substantially changed abolish deferral of 
profits to future years.73 

Loss on demolition of building by a 
lessee who holds an option to purchase is 
disallowed where the lessee ultimately 
acquired the property.74 

Embezzlement loss is not deductible 
where restitution is promised.75 

Abandonment loss is denied where title 
to property is not renounced.*6 

Interstate business is not subject to state 
and local taxes if it makes delivery on 
basis of orders received and accepted at 
home office outside of state.77 

Penalty payment for mortgage release 
is a deductible expense.*8 

Advertising expenses for services to be 
performed in the future are not allowed 
as a deduction in the year the contract is 
entered into but when the services are 
rendered.79 

Flood damages are operating losses not 
when they occurred but when the claims 
are finally settled.8° 

Insurance premiums covering business 
overhead while taxpayer is disabled are 
deductible and the proceeds are income.®! 
However, premiums paid for personal dis- 
ability are not deductible as a business or 
medical expense. But amounts received are 
not taxable.82 

Losses of subsidiary in a consolidated 
return are denied if there is no business 
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purpose in the affiliation other than tax 
economy.8% 

Fines paid by truck operator for will- 
ful and innocent violations of state laws 
prescribing maximum weight limitations 
and for traffic violations are denied as 
business expense deductions because such 
acts are contrary to public policy. How- 
ever, fines for failure to be equipped with 
necessary mechanical signal devices are 
permissible deductions.** 

Payments to unlicensed solicitors by in- 
surance agencies are not deductible busi- 
mess expenses but are nevertheless in- 
cludible in the solicitor’s taxable income.®5 

Payments to union leaders to avoid 
strikes are not deductible because they 
represent acts contrary to public policy.8® 

Punitive damages and insiders’ profits 
are fully taxable income.** 

Reserves for service guarantees for a 
period of five years are not deductible in 
the year of the sale of furnaces.8* 

Bonuses may be deducted in the year 
earned even though the total amount can- 
not be determined until the next year.®® 

Percentage depletion is based on gross 
income including cash discounts but not 
trade discounts.” 

Depletion deduction is allowable to up- 
land owners of drill sites on their shares 
of profits from off-shore oil production.®? 

Dividends in kind are taxable only to 
the extent of available earnings. The ex- 
cess is a return of capital.®? 

Dividends in kind yield no gain or loss 
to the distributing corporation under the 
1939 and 1954 Codes. It would seem 
that under the 1954 Code the declaration 
of a cash dividend satisfied by a distribu- 
tion of depreciated property yields a loss 
or profit to the corporation as the case 
may be.®# 


Ml 
HH 
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Dividends in property other than in- 
ventory are taxable only to the extent of 
earnings and profits before distribution.® 
The new regulations hold in accord with 
this decision.®® 

Appreciated property is not a dividend 
on distribution when the corporation has 
no earnings or profits. Since the distrib- 
utor®? actually sustained a loss, the fair 
market value of the assets first reduced 
their bases in their stockholdings in the 
distributor and the excess was a capital 
gain.°8 

Dividends in kind received from a for- 
eign subsidiary are valued at fair market 
value for purposes of the foreign tax 
credit of domestic corporations.®® 

Manufacturers’ excise taxes are not 
levied on the total price but on the base 
price exclusive of the warranty.1°° Con- 
sequently, refunds are in order for excise 
taxes imposed before January 1, 1955 
within four years after the payment of the 
tax.1°1 For excise taxes imposed after 
December 31, 1954 refund claims must 
be filed within three years after the due 
date of the returns or within two years of 
the time the tax was paid.10? 

Obsolete inventory should be elimi- 
nated in year of actual obsolescence even 
if the merchant tried to revive the market 
therein in subsequent years.103 

Cancellation of stockholder’s debt in a 
reorganization results in an ordinary divi- 
dend!4 but not if it was done in ex- 
change for a surrender of the corpora- 
tion’s stock for redemption.1 

Billing of unshipped year-end sales 
constitutes proper tax-accruing for both 
sales and allied expenses where it is an 
industry-wide accounting method.1¢ 

Lessor’s contribution to building im- 
provements as a percentage of rent Is tax- 
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able to lessor as additional rent.1°7 This 
tax result could have been avoided by 
providing for a corresponding lower rental 
on the lease. 

Contributions of manufacturers’ prod- 
ucts to charity are received tax free at fair 
market value but the contributor must 
eliminate the cost of the items given,18 
Contributions to a charity are not deduct. 
ible if they are actually the price for 
services rendered.109 

Penalty paid for prepayment of mort. 
gage on business property is deductible as 
a business expense but not as interest.110 

Inactive corporation which only holds 
legal title to property, may be ignored as 
a taxpayer in which case the stockholders 
are treated as the true taxpayers.11 

Costs of capital improvements on plant 
and equipment entitled to the five-year 
write-off as emergency facilities must be 
written off over the longer useful life. Of 
course, true repairs continue to be written 
off currently.112 

Five-year amortization may not be 
coupled with the declining balance method 
of reporting depreciation.11% 


CAPITAL GAINS 

Discount bonds sold or retired yield 
ordinary and not capital gain under the 
1939114 and 1954 Codes.15 Each year's 
increment constitutes interest.11° 

Sale of distributorship yields capital 
gain or loss.117 

Loss on real estate purchased for busi- 
ness use where such use was frustrated 
yields a full operating and not a capital 
loss.118 

Capital treatment is accorded “com- 
pany car” sales for those used in trade or 
business.119 

Termination of a profit-sharing plan 
yields capital gain despite continued em- 
ployment by a successor corporation.” 

Resale of treasury stock to executives at 
a profit does not yield capital gain to the 
corporation.11 

Future transactions, when they ate 
hedges and not speculations, result in or- 
dinary gains and losses because they pro- 
tect manufacturing operations against a 
price rise in raw materials.1?? Losses are 
therefore fully deductible.1?8 

Losses on debentures purchased to in- 
sure source of material are deductible as 
business expenses and are not capital in- 
vestment losses.1*4 

Sale of a sulphur payment in a specified 
amount at a profit yields capital gain. The 
assignor, however, is denied depletion 
thereon.!75 

Appreciated Canadian currency on de- 
posit when paying for stock results in 
capital gain or loss.1°6 

Merchandise purchased with foreign 
currency must be inventoried at rate of 
exchange on date of purchase.127 If the 
foreign currency is borrowed for this put- 
chase, the trading in the foreign exchange 
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THIS MAN IS GOING TO A FIRE! 


He thinks he’s going to his office — as usual. But at this 
minute his office is a roaring mass of flames! Before he 
arrives it will be completely gutted! 

Fire Insurance? Sure — well covered. But that fire’s 
going to put him out of business! You see he never knew 
that nearly half of all businesses that lose their records 
to fire never reopen their doors! Worse still, he didn’t 
realize how securely (and economically ) vital records 


can be protected right at their point-of-use in insulated 
equipment by Remington Rand. 

If this had been your fire would your vital records have 
come through? Some 200 models of Remington Rand 
certified insulated equipment provide a choice to meet 
every need in your office. Get full particulars NOW. 
Ask for $C684 —“Down But Not Out”... Remington 
Rand, Room 1216, 315 Fourth Avenue, New York 10. 

Flemington. Fkand. 
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“Home a month now, and she’s still 
talking about our trip to Europe” 


yields a capital gain or loss only if it is a 
separate and distinct transaction.!*8 Other- 
wise it is ordinary income or loss.1*° 

Sale of animals born and raised on the 
farm for breeding purposes yield capital 
gain or loss if held for more than 12 
months but operating costs must be elimi- 
nated,180 

Payments by stockholders of taxes and 
interest of a dissolved corporation yield 
capital and ordinary losses respectively in 
the year of the liquidation or payment de- 
pending on whether the year of the liqui- 
dation is closed.1#1 

Liquidation of a partnership interest 
acquired for services yields capital gains 
with a zero basis.1°? 

Sale of a partnership to a corporation 
owned by the partners may yield ordinary 
income as dividends to the extent of the 
fictitious goodwill.138 

Exclusive license to manufacture, use, 
sell or lease machinery is a sale at capital 
rates even though the license is limited to 
one industry.134 

Sale of a carved-out in-oil payment is a 
sale of a capital asset.195 


TAX PROCEDURE 

Tax returns may not be amended as a 
matter of right.15° However, by statute a 
joint return can be filed after separate re- 
turns were originally filed but not vice 
versa,!37 and a taxpayer can amend to 
change from itemized deductions to the 
standard deduction or vice versa.18 

Merged and not the continuing corpora- 
tion gets surtax exemption for the short 
period preceding merger.1° 





THE CONTROLLER......... aes 


Bad-debt loss deductions cannot be 
taken until the date is fixed such as the 
entering of a deficiency judgment.1#° 

Tax refund sent to a taxpayer as per 
tax return does not bar the Treasury from 
asserting a deficiency.141 

Operating loss of a husband may be 
reduced by his wife’s salary and rental 
income if a joint return is filed.14? 

Purchaser who voluntarily paid a fed- 
eral excise tax as part of purchase price 
may not maintain an action for a refund 
of alleged overpayments because he was 
not the manufacturer-taxpayer.!48 

Transfer of unclaimed deposits to sur- 
plus by bank results in taxable income.!44 

Operating loss carry-back may be re- 
duced by adjustments to income of the 
earlier year otherwise barred by the statute 
of limitations.14 

Interest on excess profits tax overpay- 
ment, offset by income tax deficiency, runs 
to the date the deficiency is assessed.146 

State tax on interstate commerce is 
proper when it is predicated on solicited 
business.147 

Officers of a bankrupt corporation are 
liable for penalties on taxes collected and 
withheld.148 

Wife is liable for deceased husband’s 
income taxes as transferee of insurance 
proceeds despite the state law to the con- 
trary.149 

Proof of mailing raises the presump- 
tion of receipt of amended returns and 
tax refund claims.15° 

Award won in sales contest may not be 
spread-back over period of effort.1>1 

Five-year statute of limitations where 
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there is an over 25% omission of income 
instead of the three-year statute does not 
apply where the tax return reflects the 
condition.152 

Unsigned returns constitute no filed re. 
turns and are therefore subject to pen- 
alty,1°3 and this is so also when a wife 
signs without authority husband’s signa. 
ture.154 

Agreement of husband to pay on joint 
return does not relieve wife of her tax 
obligations to the Treasury.1°5 

“Service” fee may be in part personal 
holding income.156 


*R.R. 55-291. 

: = 62 (2)(D) of 1954 Code; R.R. 55-288 
LR.B. 

* R.R. 55-237 I.R.B. 1955-17; Frank, 20 T.C. 
511; Duryea, T.C. Memo, August 11, 1947, 

* William Galindos, T.C. Memo 1955-89. 

* Perel and Lowenstein, Inc., T.C. Memo 

1955-115. 

® Ryan School Retirement Trust, 24 T.C. No. 
t7. 

* Dial, 24 T.C. No. 16. 

® Samuel Towers, 24 T.C. No. 27. 

*T.D: 6145. 

*R.R. 55-191 LR.B. 1955-14. 

* RR 55-555. 

“ Emil Blarek, 23 T. C. No. 129, contrary to 
R.R. 235. 

*R.R. 55-140. 

** Maurice Fox, 20 T.C. No. 150 (A). 

*R.R. 55-178, I.R.B. 1955-13, contrary to 
Eccles, 19 T.C. 1049, affirmed C.C.A.-4, 208 
F(2d) 796; Evans, 19 T.C. 1102, affirmed 
C.C.A.-10, 211 F(2d) 378. 

* Fidler, C.C.A.-9, March 1, 1955, follow- 
ing Baker, 205 F(2d) 369. 

* Joseph Rozek, T.C. Memo 1955-267. 

8 Bakerwell, 23 T.C. No. 101. 

* Edna G. Hollander, C.C.A.-3, 219 F(2d) 
934, reversing 22 T.C. No. 84. 

**R.R. 55-263, I.R.B. 1955-18. 

*t Charles N. Kimball, T.C. Memo 1955-253. 

*? R.R. 55-604. 

RR: 55-57. 

** TR.B. 1955-9. 

> R.R. 55-109, IL.R.B. 1955-9; R.R. 55-604, 
I.R.B. 1955-40. 

*° Chandler, 23 T.C. No. 86; Ralph A. Steg- 
ner, T.C. Memo 1955-276. 

* Bertha M. Rodgers, 25 T.C. No. 36. 

*8 Sec. 213 (e). 

Kohl, C.C.A.-7, November 13, 1955. It 
applies only to pre-1955 situations. Protective 
refund claims are therefore indicated until the 
United States Supreme Court decides this ques- 
tion. 

*° RR. 54-608. 

RR. 55-34. 

* R.R. 54-625; I.T. 4027. 

* ROR... 55-212;, ERB: 
R.R. 54-625. 

* William H. Swan, T.C. Memo 1955-30. 

* Cudlip, C.C.A.-6, February 18, 1955; Pol- 
lak, C.C.A.-3, 209 F(2d) 57; Edwards v. Al- 
len, C.C.A.-5, 216 F(2d) 794. 

* James E. Caldwell & Co., 24 T.C. No. 
68, following Hales-Mullaly, Inc. 131 F(2d) 
509. The dissent appears to be more sound 
following Helvering v. Hampton, 79 F(2d) 
358 and Com’r v. Heininger, 320 U.S. 467. 

7 Everett Doak, 24 T.C. No. 65. 

8 RR. 55-307. 

*RER, 55-329: 

Stock Yards Bank, U.S.D.C. W.D. Ky, 
November 24, 1954. 

“RR. 55-433, ILR.B. 1955-27. This ruling is 
of doubtful legality. 

“R.R. 55-61, I.R.B. 1955-6. 

* Sec. 101 (b) 1954 Code. 


1955-15, reversing 





® Mai 
#0 
February 
® Geo 


drews 
con Pi 


1955. 


13.1 
213 | 
F(2d) 


Ome 
not 
the 


| re- 
Den- 
vife 
rna- 


0int 
tax 


nal 


288 


mo 


No. 





“Hy. O. Williams, C.C.A.-5, February 11, 


1955. 
Cullins, 24 T.C. No. 34. 
“Fox v. Com’r, C.C.A.-3, December 30, 


54. 
Me R.R. 54-565, I.R.B. 1954-49. 

* Ennis, 23 T.C. No. 100. 

“Est. of W. P. McJunkin, 25 T.C. No. 4; 
Weldon D. Smith, 17 T.C. 135. 

® Anna L. Woodworth, C.C.A.-6, 218 F(2d) 


719. 
5 Megibow, C.C.A.-3, January 4, 1955. 
® William G. Maguire, C.C.A.-7, 222 F(2d) 


472. 

® Newmarket Manufacturing Co., 130 F. 
Supp. 706. 

* Millinery Center Bldg. Corp., C.C.A.-2, 
April 14, 1955, overruling 21 T.C. 717. 

5 7.R. Mim. 55-30. 

* Harry Gleis, 24 T.C. No. 105. 

" Bagley & Sewall Co., C.C.A.-2, 221 F(2d) 


44, 

% Est. of Gaylord Warren Biebe, D.C. S.D. 
Fla., August 3, 1955. 

*R.R. 55-672. 

© Fort, T.C. Memo 1955-261. 

“Irwin, 24 T.C. No. 80. 

“Capitol Indemnity Insurance Co., 25 T.C. 
No. 23. 

® Martin, C.C.A.-5, June 30, 1955. 

*C.O Two Fire Equipment Co., C.C.A.-3, 
February 2, 1955, reversing 22 T.C. No. 18. 

® George M. Gross et al., 23 T.C. No. 97. 

® Chicago Stoker Corp., 14 T.C. 441. 

* Benton, 197 F(2d) 745. 

® Abramson, U.S.D.C. S.D. Iowa, July 5, 
1955. 

® Parker Pen Co., U.S.D.C. E.D. Wis., Jan- 
vary 31, 1955. 

Proposed regulations, 
September 1, 1955. 

™ McClintock-Trunkey Co. v. Com’r, C.C.A.- 
9, Dec. 7, 1954, reversing 19 T.C. 297. 

™ Kaufman, T. C. Memo 1955-213. 

® Burrell Groves, Inc., C.C.A.-5, June 17, 
1955, affirming 22 T.C. No. 138. 

“Blumenfeld Enterprises, Inc., 23 T.C. No. 
88. 

™George M. Still, Inc., C.C.A.-2, January 
19, 1955. 

*Talache Mines Inc., C.C.A.-9, 218 F(2d) 
491. 

" United Piece Dye Works, 307 N.Y. 780. 

™R.R.55-12. 

* Levin v. Com’r, C.C.A.-3, January 6, 1955, 
affirming 21 T.C. 996. 

Earl Callan, D.C., S.D. Calif., March 7, 
1955. 

"RR. 55-264, LR.B. 1955-19. 

*R.R. 55-331, I.R.B. 1955-22. 

* David’s Specialty Shops, Inc., 131 F. Supp. 
458, following J.D. and A.B. Spreckles Co., 
41 B.T.A. 370. 

“Hoover Motor Express Co., Inc. v. US., 
pen Dist. Court, M.D. of Tenn., October 11, 

955. 

© Boyle, Flagg & Seaman, Inc., 25 T.C. No. 


Federal Register, 


8. 

“Terminal Equipment Corp., T.C. Memo 
1955-132. 

“Gen. American Investors, Inc., U.S. Sup. 
Ct. March 28, 1955, reversing C.C.A.-2, 211 
F(2d) 522, which had affirmed 19 T.C. 581; 
Glenshaw Glass Company and William Gold- 
man Theatre, Inc., U.S. Sup. Ct., March 28, 
1955, reversing C.C.A.-3, 211 F(2d) 928, 
gga had affirmed 18 T.C. 860 and 19 T.C. 

* Schuessler, 24 T.C. No. 28, following An- 
drews 23 T.C. No. 127, and contrary to Bea- 
con Publishing Co., 218 F(2d) 697. 

“RR. 55-446, LR.B. 1955-28. 

RR. 55-13, ILR.B. 1955-2. 

— ee Beach Co., Ct. Cl. July 12, 

“ Harry Handley Cloutier et al., 24 T.C. No. 
113, not following Hirshon Trust, C.C.A.-2, 
213 F(2d) 523 and Godley, C.C.A.-3, 213 
F(2d) 529, and Sec. 1, 36-1 of the proposed 


regulations of the 1954 Code. 

*8 Natural Gas Corp., C.C.A.-10, 219 F(2d) 
682. 

* Finance Committee Report on Section 311 
of the 1954 Code. 

~ Secs: 301, 312, 
Staff Summary, p. 36. 

® Para. 1.316-1 of Chapter C of the 1954 
Code, contrary to Godley and Hirshon, 213 
F(2d) 523, 529. 

* Erburn, 23 T.C. No. 104. 

*® This decision is distinguishable from Hir- 
shon, 213 F(2d) 523 and Godley, 213 F(2d) 
529 where in the latter two cases the corpora- 
tions did have accumulated earnings and profits. 

* Central Aguirre Sugar Co., 24 T.C. No. 70. 

*° General Motors, 121 F. Supp. 932. 

1 Sec. 3443 (A) 2 of the 1939 Code. 

Secs. 6416, 6611 of the 1954 Code. 

8 C-O Two Fire Equipment Co., C.C.A. 3, 
February 2, 1955. 

7 John L. Hawkinson, 23 T.C. No. 117. 

5 Sec. 115-(g), 1939 I.R.C. and Sec. 302, 
1954 I.R.C.; Eberly, T.C. Memo No. 265459. 

* Pacific Grape Products Co., C.C.A.-9, 219 
F(2d) 862. 

” Isidore Brown, C.C.A.-7, 220 F(2d) 12. 

* R.R. 55-138, I.R.B. 1955-11. 

*” R.R. 55-70, I.R.B. 1955-56. 

RR. 55-12, LR.B.. 1955-2. 

™ Wilwerth, T.C. Memo 1955-248, follow- 


316 and Congressional 


ing Paymer 150 F(2d) 334, 33 A.F.T.R. 1536. 


™ RR. 54-578, I.R.B. 1954-50. 

13 National Lead Co., 23 T.C. No. 125. 

™# RR. 55-136, I.R.B. 1955-11. 

=P Sec. 1232. 

™6 Sec. 42(b), 1939 Code; Sec. 454, 
Code. 

MTR.R. 55-374, 
(b) (1), 1954 LR.C. 

48 Jay Burns, C.C.A.-5, 219 F(2d) 128. 

MRR. 54-222, I.R.B. 1954-25: Latimer- 


1954 


I.R.B. 1955-24; Sec. 453 


Looney Chevrolet, Inc., 19 T.C. 120 Acq. C.B. 


1955-2, p. 5. 

Mary Miller et al., C.C.A.-6, October 18, 
1955. 

#1 Anderson, Clayton & Co., U.S. S. Ct., No- 
vember 7, 1955. 

™ Corn Products Refining Co., U.S. S. Ct., 
November 7, 1955. 

™ Bagley & Sewall Co., 221 F(2d) 944. 
Western Wine and Liquor Co., 18 T.C. 1090. 

%4Tulane Hardwood Lumber Co., Inc., 24 
T.C. No. 129, following Bagley & Sewall Co., 
20 T.C. 983, affirmed C.C.A.-2, 221 F(2d) 944. 


"5 WF. Weed et al., 24 T.C. No. 116, fol- 
lowing Slagter, 24 T.C. No. 104. 

*“° Seaboard Finance Co., C.C.A.-9, Septem- 
ber 6, 1955, reversing 20 T.C. 405, follows 
Willard Hellburn, Inc. C.C.A.-1, 214 F(2d) 
815. 

* Joyce-Koebel, 6 B.T.A. 403. 

*$ Willard Hellburn, Inc., 20 T.C. 740, af- 
firmed 214 F(2d) 815. 

™ Church’s English Shoes, Ltd., 24 T.C. 
No. 9. 

™ R.R. 55-188, I.R.B. 1955-14. 

™ A. Poge Sloss, D.C. N.D. Ala., April 1, 
1955, following Arrowsmith, 344 U.S. 6. 

™ Farris v. Com’r, C.C.A.-10, April 28, 1955. 

8 Sidney v. Le Vine et al., 24 T.C. No. 19. 

™4U.S. v. Eben H. Carruthers, C.C.A.-9, 
February 4, 1955. 

*% Hawn, 23 T.C. No. 64. 

#6 Schall, U.S. D.C. S.D. N.Y., November 
19, 1954. 

7 Sec. 6013 (b). 

8 Sec. 144 (b). 

™ R.R. 55-72, I.R.B. 1955-25. 

*° 875 Park Avenue Co., C.C.A.-2, December 
6, 1954. 

‘ Jack B. Boysen, T.C. Memo 1954-203; Lois 
Kaiser Stierhout, 24 T.C. No. 54. 

“? Lagreide, 23 T.C. No. 62, contrary to 
Luton, 18 T.C. 1153. 

*° Dow Jones & Co., Inc. v. U.S., U.S. Ct. of 
Claims, No. 273-54, February 8, 1955. 

“* Fidelity-Philadelphia Trust Co., 23 T.C. 
No. 66. 

“© Phoenix Coal Co., T.C. Memo 1955-28, 
following Van Bergh, C.C.A.-2, 209 F(2d) 23. 

“° Virginia Electric and Power Co., 126 F. 
Supp. 178. 

*“ Northwestern States Portland Cement, 
Minn. Dist. Ct., August 31, 1955. 

** Richard K. Headley et al., D.C. Minn. 
Third Div., August 4, 1955. 

*’ Molly G. Bess, D.C. N.J., September 7, 
1955, contrary to Rowen, C.C.A.-2, 215 F(2d) 
641, cert. den.; Truax, C.C.A.-5, 223 F(2d) 
229, cert. den.; Tyson, C.C.A.-6, 212 F(2d) 
16, cert. den.; New, C.C.A.-7, 217 F(2d) 166. 

*° Harry Jones, C.C.A.-9, September 29, 
1955. 

= RR: 55-642. 

* George Staff, C.C.A.-9, 220 F(2d) 65. 

8 Albert K. Tossas, T.C. Memo 1955-114. 

** Morris Miller, T.C. Memo, 1955-112. 

*° Ballenger, T.C. Memo 1955-171. 

*° Portable Industries, 24 T.C. No. 66. 
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Records Retention 

Records involving price controls from the World War II 
period must be preserved by business firms until January 1, 
1957, according to an amendment (No. 9) issued to Supple- 
mentary Order 189, as amended, originally issued by the 
Office of Price Administration. The extension was ordered 
by the Division of Liquidation, Department of Commerce. 


Who Signs the Tax Return? 

A corporate income tax return signed only by the company 
president is not valid in absence of proof that the president 
was also responsible for the duties of treasurer. 


Stock Dividends 

Common stock dividends to common stockholders, pay- 
able in treasury stock, do not constitute “Section 306 stock,” 
according to Rev-Rule 55-746. 


Use of Industrial Funds Widening 

The Air Material Command and the Military Air Trans- 
port Service are ordered to operate on an industrial fund 
basis as part of the campaign to reduce costs and take the 
Pentagon out of competition with private industry. In the 
case of MATS, the directive means that government services 
and agencies will be charged for both fares and freight. The 
directive is also expected to take MATS out of the scheduled 
flight business in the U. S. 


Sick Pay 
Payments under voluntary sickness benefit plans are not 
excludable from the employe’s taxable income. 


Fees for Government Services Lag 

The program to relieve taxpayers of the cost of various 
chores performed by the Government for the benefit of the 
comparative few, first begun in 1951, is being examined with 
a view to putting new life into it. Some estimates indicate 
that government revenue would be increased by several hun- 
dred million dollars a year if fees were made proportionate 
with costs and benefits provided. While government agencies 
have set up schedules of charges, the potential has barely 
been tapped, according to some advocates of the program. 
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Tax Forecast 

The Tax Foundation, Inc. has issued a 43-page study, 
“Government Finances in 1965,” which predicts that federal 
taxes, figured at the 1953 rate, will climb at least $97 billion, 
The tax take of state and local governments, the study pre- 
dicts, will swell to more than $30 billion as compared with 
$20.9 billion in fiscal 1953. 


Defense Materials 

A new official ““B” product list is being prepared by the 
Business and Defense Services Administration for distribu- 
tion. The objective is to keep all the documents which will be 
needed for restoration of the Controlled Materials Plan up 
to date in the event of an emergency. A new listing takes into 
account some of the results of military standardization in the 
effort to use commercial or shelf-type items where possible. 


Navy Rules on Contracts 

Revision No. 2 of the Navy Procurement Directives pro- 
vides new rules governing synopses of contract awards and 
proposed procurement. The objective in the first case is to 
provide more information as to available subcontract work 
and in the second case to give small business concerns, not 
presently included on approved bidders’ lists, additional 
time for the preparation of bids and quotations. 


Supreme Court Tax Review 

The Supreme Court has been asked to review several tax 
decisions including one that a new corporation’s acquisition 
at foreclosure sale of predecessor corporation’s property can- 
not qualify as tax-free reorganization. 


Government Out of Business 

The Assistant Defense Secretary for Supply and Logistics 
has issued the sixth order in the series in which the Military 
Departments are asked to justify the continued operation of 
industrial- or business-type installations. The new group in- 
cludes a long series of items, ranging from the manufacture 
of containers and canvas products to the repair of ships and 
machines in metalworking shops. 


The Literary Bureaucrat 

The Government does not expect the ‘‘deathless prose” 
of a Shakespeare or a Hemingway from its writers of reports 
or other public documents, according to the Agriculture De- 
partment’s Office of Information. In a workshop primer, the 
Information Office says the Government “‘asks only that you 
put useful facts down on paper in a way that makes them as 
useful as possible to other people. Your job is to write gov- 
ernment reports, not deathless prose of a Shakespeare or 
Hemingway. They had to have genius; all you need is horse 
sense,” the primer says. 


Philatelists Please Note 

The Revenue Service has ruled that it is illegal to collect 
any of the Government’s unused products stamps for albums 
or any other purposes. —BENJAMIN R. MAKELA 
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APPLYING RECORDAK MICROFILMING TO 
BUSINESS ROUTINES—NO. 13 IN A SERIES 


24 long-distance calls 


.-. but billing her is as simple as this —> 


Recordak Microfilming cuts billing time in half for 
more than 200 telephone companies using unique 
system. 


How can a few figures replace lengthy columns show- 
ing each number called, the date, and the charge? 


Microfilming the toll tickets, which are made out every 
time you call long-distance, permits this billing shortcut. 
Only the total amount due need be listed because the toll 
tickets are sent out to the customer with the bill. 


This eliminates tedious hours of transcription . . . and 
errors as well; gives the phone company a photographi- 
cally accurate record that can be filed at the finger tips. 


And it improves customer relations, too . . . all but ends 
questions about bills. For with the tickets in hand, con- 
versations are readily recalled . . . and the duration of each 
call is verified by the time stamps on the ticket. 


RECORDAK CORPORATION (Subsidiary of Eastman Kodak Company) 
444 Madison Avenue, New York 22, N. Y. 
Gentlemen: Please send free copy of ‘Shortcuts That Save smasinansll” . 






Free... 
“Shortcuts That Save Millions” 


This new illustrated booklet shows 
typical examples of how more 

than 100 different types of business 
—thousands of concerns—save 
daily with Recordak Microfilming. Chances 
are some of the shortcuts described will work equally 
well in your business—large or small. Just mail the coupon . . . no 
obligation whatsoever! Recordak Corporation (Subsidiary of East- 
man Kodak Company) , 444 Madison Avenue, New York 22, N. Y. 


**Recordak” is a trademark 


S=RECORDPK 


(Subsidiary of Eastman Kodak Company) 






originator of modern microfilming — 
and its application to accounting routines 











Name. Position 
BS So Company. 
New Recordak Reliant does the job of 3 micro- 
filmers. Saves film . . . is easier to operate Street City State 











The Continuous Inventory 


Daniel Z. Tropp 


OR BUSINESSMEN, the annual physical 
pho has always presented many 
extensive problems. A very costly feature 
of the annual inventory is the necessity of 
shutting down plant operations for a 
physical count and even a short interrup- 
tion may prove very expensive. Addi- 
tional clerical requirements for pricing, 
footing and extending the inventory 
continue to disrupt the normal office 
routine for a period beyond the actual 
shutdown of operations. Furthermore, the 
scheduling of overtime work is common- 


place during this time. Consequently, . 


many businessmen have searched for a 
method to alleviate inventory problems. 


THE METHOD 

In recent years, these problems have 
been greatly minimized by the use of a 
“continuous” inventory count. This method 
substitutes for the periodic plant-wide 
physical inventory a perpetual inventory 
record together with physical counts sched- 
uled throughout the year so that all in- 
ventory items will be counted at least once 
during the period. 

There are many reasons for optimism 
about the continuous inventory. One man 
taking counts throughout the year can re- 
place over 200 men counting on one day. 
This man, through repeated practice, be- 
comes specialized in inventory taking, and 
develops a skill that results in greater ac- 
curacy and efficiency. Furthermore, the 
time limitation that exists at the year-end 
inventory is eliminated, thereby afford- 
ing more time to investigate discrepancies 





and to reconcile actual counts with the 
quantities in the perpetual records. Con- 
sequently, the stores ledger accounts will 
be more accurately maintained since er- 
rors will be discovered and corrected at 
their inception and suggestions can be 
made to avoid repetition of mistakes in 
the future. Comments indicating age, de- 
fects and other conditions of the items on 
hand will insure better stores keeping 
through the constant investigations of the 
continuous count. 

The major value of this inventory 
method lies in the fact that an accurate 
perpetual inventory record combined with 
the ‘‘continuous’’ counts throughout the 
year will eliminate the necessity of the 
annual physical inventory. Certified pub- 
lic accountants will accept the continuous 
inventory as a substitute for a physical 
inventory for presentation in certified fi- 
nancial statements. However, the inven- 
tory is subject to their standard auditing 
verifications. Not only does the continu- 
ous inventory facilitate the preparation of 
the annual financial statements, but in- 
terim statements reflect a more accurate 
financial picture. 

The continuous inventory program is 
properly under the supervision of the 
internal auditing department. If a firm 
does not have an internal auditing staff, 
the program may be under the direction 
of the chief cost accountant. However, the 
selection of the department to supervise 
the inventory program will vary with 
factors peculiar to the individual comnany. 

The average small and medium-size 
firm, in all probability, cannot profitably 


DANIEL Z. TROPP is an instructor in accounting at Northwestern University. 
He received a Bachelor of Science degree in Business Administration from the 
University of Missouri in 1948 and is a certified public accountant under the 
statute of the State of Illinois. Since graduating from the University, he has 
been practicing public accounting, four years of which he was on the staff of 
S. D. Leidesdorf & Co., Chicago, Illinois, in the capacity of a senior accountant, 
and more recently principal of the CPA firm of Daniel Z. Tropp & Co., Chicago. 
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utilize one man to make these inventory 
counts as a full-time job. Nevertheless, 
this does not preclude the company from 
using this inventory method. A man can 
be used to make these counts part of his 
working time and the balance of his time 
can be devoted to another job in the cost 
department; preferably a job which is 
divorced from the inventory records. 

Since production continues during the 
continuous counting process, it is imprac- 
tical to count any item in the work-in-proc- 
ess inventory. Consequently, this method 
is applicable only to inventories of raw 
materials, supplies and finished stock. An 
over-all measure of consumption is an 
alternative method for the physical count 
of the work-in-process inventory. The 
over-all consumption measure of inven- 
tory may be used under either job or proc- 
ess cost accounting systems. This method 
is based on the fact that quantities placed 
into production are accounted for as either 
items of finished stock or rejected articles 
upon the completion of the productive 
process. 


PLANNING 

A successful operation of the continu- 
ous inventory method requires more plan- 
ning than the usual once-a-year physical 
count. Although the continuous inventory 
requires much less personnel, the counts 
extend throughout the entire year and, 
therefore, require the scheduling of counts 
in order that all items will be counted at 
least once during the year. The frequency 
of counts will vary with the relative value 
of an item, the rate of turnover and the 
strictness of control over issues from the 
storeroom. 

An efficient functioning continuous in- 
ventory system is based on an efficient 
schedule for counting. This schedule 
should be prepared at the beginning of 
each fiscal year and should show the day- 
by-day counts of items throughout the 
year. This schedule would, of course, be 
subject to change due to any significant 
variation of a particular item. 

In order to facilitate the taking of 
the continuous inventory, counting work 
sheets should be prepared from the stock 
ledger accounts in advance of the physical 
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CAN YOU HELP? 


Editors, THE CONTROLLER: 


It is my understanding that there is a somewhat consid- 
erable variation in policy between companies as to the use 
of clock cards for executive or “key” personnel. 

I have been informed that the chairman of the Board of 
Dow Chemical “‘punches’’ a clock card and he states the 
reason as “So that I can get paid.’’ In many other companies 
salaried foremen and department heads are exempt from 
use of the clock card. At our company we follow a policy 
in which executive or key men manually prepare a clock 
card primarily for an attendance record. 

In the possibility that THE CONTROLLER may have in- 
formation as to the use of clock cards by executive or key 
personnel by companies, I would appreciate receiving any 
such information you may have or your direction to other 


sources that may provide this information. 


—A.L. 


Address reply to A.L., c/o Editors, THE CONTROLLER, Two 
Park Avenue, New York 16, N. Y. Answers will be forwarded. 





count but on the same day the actual 
count is to be taken. The items to be 
selected for counting at any particular 
date will be designated in the counting 
schedule. The work sheets, preferably in 
columnar form, would provide such in- 
formation as follows: reference to the 
counting schedule for the assignment of 
counting on the particular date, identifica- 
tion of the person or team counting, the 
date of inventory, locations of the article, 
a word description of the item, the part 
or stock number, inventory classification, 
unit cost of the item, quantity per stock 
ledger account, quantity by actual count, 
quantity and dollar value that the physical 
count is over or under amounts in the 
stock ledger account and remarks regard- 
ing the reconciliation or disposition of the 
differences. 


CHECKING AND ADJUSTING 

Differences between the physical count 
and the quantity in the stock ledger ac- 
count must be investigated. Some of the 
reconciling items that may be disclosed 
after a thorough examination are as fol- 
lows: receiving notices, material requisi- 
tions, return-to-stock notices and shipping 
notices which were unrecorded; wrong 
counts, items in more than one location, 
etc. Adjustments of the quantities in the 
stock ledger accounts are to be made only 
after it has been determined that such cor- 
rections are valid, and after giving effect 
to reconciling items. 


Upon determination that the physical 
count is valid, the stock ledger account 
should be adjusted to reflect these quanti- 
ties. An entry for each item counted on the 
scheduled date should be posted to the re- 
spective stock ledger account even though 
the actual count is in agreement with the 
stock record quantity. The entry should 
indicate the date of the count, a descrip- 
tion inventory, and the quantity and dol- 
lar value of the inventory count. It is 
suggested that a different color be used to 
record this entry in order to distinguish 
it from the other entries. 

At the end of each month, a general 
journal entry should be prepared sum- 
marizing the adjustments to the stock 
ledger accounts during the month and 
thereby adjusting the inventory control 
account to the corrected balance. Work 
sheets must be retained in the records of 
the company to support this journal entry. 


YEAR-END STATEMENT 


The determination of an accurate inven- 
tory amount for presentation in the year- 
end financial statements is accomplished 
by ascertaining that the total of the stock 
ledger accounts is in agreement with the 
general ledger control. An investigation 
of the accounting records must be made 
to determine that the year-end inventory 
reflects all of the items on hand or for 
which the company has title at the bal- 
ance sheet date. This may be effected by 
a review of vendor's invoices, receiving 
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records, sales invoices, shipping records 
stock requisitions, etc. for a period of two 
weeks before and two weeks after the 
closing date. This review is to ascertain 
that all items are recorded in the correg 
period, i.e.: goods billed to customers but 
shipped after the close of the year should 
be excluded from inventory ; goods shipped 
before the close of the year must be 
charged to the customer and excluded 
from the inventory; goods received before 
the close of the year must be recorded as 
purchases; if title has passed to the com. 
pany for goods in transit, the amount 
must be included in inventory and in ac. 
counts payable. 

After the quantities of the year-end in. 
ventory have been determined, the pricing 
of these quantities may be accomplished, 
Under the methods of last-in, first-out, 
first-in, first-out or average cost, the Ptic- 
ing of the inventory is effected through. 
out the year. Nevertheless, a test of the 
unit cost should be made. If the lower of 
cost or market value method is used, each 
stock ledger account must be reviewed at 
the year-end and the account balance ad- 
justed to reflect the market value where 
applicable. The aggregate of the reduc. 
tions to the market value should be sum- 
marized and the general ledger inventory 
control account accordingly adjusted to 
reflect these changes. 

Subsequent to the determination of the 
year-end quantities and the valuation 
thereof, all extensions are to be checked 
for accuracy. These extended balances are 
to be entered on the respective accounts 
with a distinguishing color. The use of 
color will differentiate the figure to be in- 
cluded in the preparation of the year-end 
inventory summary. 

In order to avoid listing a trial bal- 
ance of the stock ledger accounts, an add- 
ing machine tape may be prepared from 
the stock ledger for each inventory classi- 
fication. The year-end date and inventory 
category must be identified on these add- 
ing machine tapes. These tapes must be 
retained as a permanent record because 
these will be the only trial balance of the 
inventory. If the company is to be au- 
dited by certified public accountants, the 
stock ledger accounts must not be moved 
or transferred until the completion of the 
audit. 





ASSISTANT COMPTROLLER 


Aggressive, management-minded executive 
to serve as assistant comptroller for na- 
tionally known organization located in New 
York. Sound basic accounting and control 
background essential. Excellent opportunity 
for advancement. 

Starting salary in $18,000 range plus usual 
benefits. State age, experience, current earn- 
ings and references. Box D2202 


The Controller, 2 Park Ave., N. Y. 16, N. Y. 
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The Rediscount Rate 

The increase in the Federal Reserve 

rediscount rate from 214% to 214% easily 

walifies, according to the Guarantee Sur- 
yey, as the most significant event of No- 
vember 1955 in economic affairs. 

The increase indicated that the author- 
ities were not satisfied that the current 
boom had been free from all its excesses. 

It was significant also in that it indi- 
cated that the present makers of Federal 
Reserve policy will not be deterred from 
taking unpopular action whenever they re- 

ard such action as necessary in the inter- 
est of the sound money and credit situa- 
tion. 

Some of the boom factors that may have 
caused the Federal Reserve to act are listed 
by the Guarantee Survey. These include 
market developments that pointed to 
mounting bullish psychology and indica- 
tions that business plans for 1956 sug- 
gested the real possibility of an intensive 
pressure on resources. 

The high tempo of business activity 
was reflected also in the demand for credit, 
as business loans continued to rise while 
consumers continued to add important 
amounts to their debt. 

These seasonal demands for circulating 
currency and for business and other loans 
in November 1955 placed considerable 
strain on the limited supply of reserves 
available to the banking system. 

With member institutions borrowing 
heavily at the reserve banks, the change 
in the discount rate had an almost im- 
mediate and marked effect on other money 
rates. As evidenced by the fact the quota- 
tions in the market for federal funds rose 
to 214%, while yields of bankers’ accept- 
ances were increased an additional 14% 
and some commercial banks added 14% 
to the rates charged brokers and security 
dealers on many collateral loans. 


Bankers Urge to Insist on 
Adequate Audits from 


Borrowers 

The banker has a responsibility for re- 
quiring the borrower to furnish the kind 
of audit report the banker needs or wants, 
according to Edward F. Gee, past pres- 
ident of Robert & Waters Associates, who 
writes in the December issue of the Jowr- 
nal of Accountancy. 

The banker, according to Mr. Gee, has 
a power and responsibility of requiring 
the scope and nature of the audit to be 
sufficiently broad to insure a worthwhile 
teport and there should be more pre- 
audit, mid-audit and post-audit confer- 
ences among the banker, the client and the 
accountant in connection with loan appli- 
cations. The initiative for this, says Mr. 
Gee, must usually come from the banker, 
since only with the client’s expressed per- 
Mission may accountants discuss any as- 
pects of his affairs with the banker. 
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How XEROGRAPHY 
cuts duplicating costs °60,000 a year 


SPEEDS PAPERWORK 


a MARTIN, 


BALTIMORE 


SPEEDS THE PREPARATION OF 





A, B, C, and D Engineering Drawings * Organization Charts ¢ Standard Process 
Bulletins * Air Force and Navy Specifications * Manufacturing Division Manuals 


Martin, world-famous manufacturer of mighty 
bombers, commercial transports, guided missiles, and 
pilotless air-craft, uses thousands of engineering draw- 
ings daily. 

They are of many sizes, but predominately in the 
conventional A (814”x11”), B (11”x17”), C (17”x 
22”) ,and D (22”x34”) groups. Because multiple cop- 
ies were wanted regularly, Martin sought a more effi- 
cient method of producing them. They found the an- 
swer in xerography, using XeroX® copying equipment. 

Martin estimates that in 1955 alone it effected sav- 
ings of $60,000 over the method previously employed. 
This figure includes savings in the related field of or- 
ganization charts, standard process bulletins, air force 
and navy specifications, and Manufacturing Division 
manuals. The big cost reduction, however, is in engi- 
neering drawings. 

Versatile xerography provides the solution to your 
copying needs. New developments make it the one, 
all-purpose, fast and economical process for duplicat- 
ing anything written, typed, printed or drawn. Origi- 
nal copy can be enlarged, reduced or made same size. 
Masters can be made from opaque originals or from 
copy on both sides, by this dry, electrostatic copying 
process. 


Write for “proof of performance” folders showing 
how xerography is saving time aad thousands of dollars 
for Martin and companies of all kinds, large and small. 


THE HALOID COMPANY 


56-71X HALOID STREET, ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 


-XEROGRAPHY | 


(ZE-ROG-RA-FEE) 


_ The fastest, cheapest, most versatile way fo make masters for uF : 





DO YOU KNOW... 


Xerography copies onto 
Paper masters and 
metal plates for 
OFFSET 
Duplicating 


Copies onto 
translucent inter- 
mediates for 
DIAZO 
Printing 
e 
Copies onto 
masters for 
SPIRIT 
(and other fluid-type) 
duplicating 
a 
Copies 
HALFTONE 
& LINE 
subjects onto paper 


masters for offset 
duplicating 


UP TO 
EIGHT 


COPIES 
including a paper 
master or translucent 
intermediate can be 
made from one xero- 
graphic exposure 
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Friden Street is the fastest growing busi- 
ness location in America. And the most 
profitable! It runs through every city, 
every town, including your community. 
It is a street of retail stores, insurance 
offices, and factories...doing business 
side by side. A street filled with whole- 
salers and service firms and banks. On 
Friden Street are all the firms which 
share a common need to speed and sim- 
plify their figure-work routines. 
Friden makes machines that do this. 
Friden — world leader in the field of 
automatic figure-thinking. A Friden Man 
as near as your phone will demonstrate 
the many ways these machines save 


time, cut costs. 


Which would you like to see first? 





there’s an answer made hy 
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The Thinking Machine of, Amenican Busines 
...THE FULLY AUTOMATIC 
FRIDEN CALCULATOR 
Without operator decisions — simply by 
figure-thinking for you—the Friden Calcu- 
lator performs more steps in figure-work 
than any other calculating machine ever 
developed. It does payroll calculations, 
takes inventory, figures invoices, compiles 
statistics, makes quick work of any figur- 
ing chore. Little businesses need one, big 
businesses need scores. A variety of mod- 
els, sizes, prices. 


Natwul Way Adding - Visible Items 


..eTHE 10-KEY FRIDEN 
ADDING MACHINE 
It has the first new keyboard granted a 
patent in years...so each finger falls into 
natural working position. And in a special 
Check Window (first-time feature on an 
American 10-key machine) ACTUAL 
ITEMS appear before they are printed or 
added. The Friden’s Check Window gives 
trained and untrained operators the con- 
fidence to add without error on a 10-key 
machine. Many more step-ahead features. 





A Common -Lanquage Business Machine 


... FRIDEN’S AUTOMATIC 
ADD-PUNCH MACHINE 


Integrated data processing becomes possi- 
ble for any size business with this 10-key 
adding and listing machine with a tape- 
punch mechanism. Essential selected data 
are automatically punched on a common- 
language code tape as items are printed, 
or printed and added on the adding ma- 
chine tape. Data interpreted by any ma- 
chine with a tape readout mechanism — 
such as card punch machines, typewriters, 
bookkeeping or communication machines. 


Typing - Computing Accomplished Toqethou 
... THE AUTOMATIC FRIDEN COMPUTYPER 


To meet the widespread need in many businesses for efficient 
performance of work involving both typing and computing, 
Friden developed the remarkable Computyper. The Computyper 
utilizes in combination an electric typewriter and an electric cal- 
culating mechanism. This mechanism can be programmed to 
fullfill automatically any typing or computing requirement. 


Iriden 


Friden sales, instruction, service throughout U.S. and the world. Copyright Friden Calculating Machine Co., Inc., San Leandro, California 




















TAX PLANNING FOR REAL ESTATE* 
By J. K. Lasser Tax Institute 


Reviewed by STEPHEN G. WALTON 
Vice president and treasurer 

Fred F. French Investing Company, Inc. 
New York 


The organization and operation of a 
real estate enterprise involves many diff- 
cult problems, one of the most important 
being federal taxes. Investors today are 
not only interested in the return before 
taxes but primarily what is left after the 
government gets its share. The net return 
after taxes can vary widely. The tax in 
the case of capital gains is a maximum of 
25% as compared with a high of 91% 
for an individual in the top tax bracket. 
It therefore behooves anyone engaged in 
the real estate business to seek tax advice. 

The logical place would seem to be the 
tax services used by lawyers, accountants 
and business organizations. These services, 
however, are too complex for the uniniti- 
ated and are primarily intended for ex- 
perts. 

Where then can he turn to get a work- 
ing knowledge of taxes? Tax courses are 
available but they usually cover a wide 
variety of subjects, many of which may 
not have any particular application for an 
individual engaged only in the real estate 
business. 

The authors of “Tax Planning for Real 
Estate,” the J. K. Lasser Tax Institute, 
authors of ‘““Your Income Tax,” ‘Business 
Tax Guide” and “Your Social Security 
Tax,” have solved this problem by bring- 
ing together under one cover most of the 
tax situations that could arise in connec- 
tion with the ownership, management, 
construction, buying and selling of real 
estate. 

The book jacket recites the following 
four ways in which the book can help: 


* Published by Reinhold Publishing Corpora- 
tion, 430 Park Avenue, New York, N.Y. $9.95. 


1. Describes tax shelter potential and 
tax traps inherent in day-to-day business 
operations. 

2. Points out tax savings and tax risks 
that must be considered before entering 
into any new real estate venture. 

3. Explores the alternatives available 
under tax law which may lead to substan- 
tial savings. 

4. Explains how to set up real estate 
transactions so that taxes on profits never 
exceed 25%. 


The authors warn in the preface that 
the reader should not expect to become 
a tax expert overnight. The purpose is to 
make him “tax conscious” and aware of 
the dangers and potentials. With this 
awareness and in consultation with a tax 
advisor they say he should then be well 
advanced toward the goal of successful 
business management—the greatest net 
after taxes. 

The book, which comprises over 400 
pages, is in the nature of a reference book. 
A full understanding of its contents re- 
quires that it be read completely as ref- 
erences are made to other pages for more 
detailed discussion of a particular subject. 

It is divided into eight sections as fol- 
lows: 


1. A Tax Primer for Real Estate Trans- 
actions 

2. Organizing, Reorganizing or Divid- 
ing Your Real Estate Business 

3. Gain or Loss on the Sale or Ex- 
change of Property 

4. Tax Problems with Mortgages 

5. The Home Owner’s Tax Problems 

6. The Landlord’s Tax Operations 

7. Lessees’ Tax Problems 

8. Construction Contractors 


Included in these sections is a veritable 
gold mine of information but space lim- 
itations will permit only a brief resume of 
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a few of the tax angles confronting any. 
one interested in real estate. 

In order that the reader of this book 
have a better understanding of what js 
to follow, the authors devote the first sec. 
tion to general pointers on the tax system 
and a guide to tax accounting. It explains 
the tax situation with respect to individual 
ownership, partnerships, trusts and cor. 
porations, the various bases of accounting 
and the accounting period. 

The first subject chosen for review is 
entitled ‘Spin-offs, Split-offs, and Split. 
ups.” In the authors’ words “these are the 
devices used to divide businesses. In 4 
Spin-off you transfer property to another 
corporation and distribute the new cor- 
poration’s stock to your stockholders. A 
split-off is the same as a spin-off except 
that the stockholders turn in part of their 
stock in your corporation in exchange for 
the new stock. A split-up requires you to 
transfer your property to two or more new 
corporations. The stock in the new corpora. 
tion is transferred to your stockholders in 
exchange for the stock in your corporation 
and your original corporation probably 
goes out of business.” 

The authors point out that although 
such divisions are generally tax free to 
the stockholders, beginning June 22, 1954 
certain rules must be followed—also that 
a reorganization is not necessary for the 
use of these devices and if there is a tax 
gain it is usually a capital gain unless it 
can be shown that the distribution has the 
effect of a dividend. They warn that under 
certain circumstances the new corpora- 
tion may lose its $25,000 exemption from 
surtax and the $60,000 allowable accumu- 
lation of surplus. Means to avoid this sit- 
uation are suggested. 

Another interesting problem which te- 
ceives ample coverage is that of the close 
corporation. Some of the special problems 
concerning the operation of such closely 
held corporations set forth are— 

How to avoid personal holding com- 
pany penalties. 

How much accumulations your corpora- 
tion can make without penalties. 

How to change the nature of your 
stockholders’ securities. 

How to redeem stock. 

Avoiding the collapsible corporation 
pitfalls. 

Restrictive deals among stockholders to 
fix price of stock. 

How stockholders should make can- 
cellation of the corporation’s debts. 

In elaborating on this subject, the 
reader is advised to watch out for failure 
to pay sufficient dividends to a family 
group. Steps to take if the corporation is 
unable to pay dividends are enumerated. 
The detrimental consequences of improper 
surplus accumulations on close corpora- 
tions are mentioned. The authors do say, 
however, that the risk of such accumula- 
tions may be advisable where the aggregate 
of the penalty tax and capital gain tax 
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on ultimate dissolution and distribution 
of assets is less than the individual rate 
of the stockholder which may run as high 
as 91%. 

Another device covered which is receiv- 
ing considerable attention because of its 
attractive features is that of sale and lease- 
backs. This practice is not necessarily con- 
fined to the real estate business but is en- 
gaged in by business organizations which 
prefer to rent plants rather than own them. 
One of the big advantages is the preserva- 
tion of capital. The property is sold to a 
buyer who immediately leases it back to the 
seller. Such leases may run up to 30 years. 
In the event the property is sold at a profit 
and the price is fair, there is a capital gain. 
The rent deduction in such cases may be 
higher than the deductions the lessee for- 
merly had as the owner and could produce 
a greater tax savings than the capital gains 
tax paid on the profit on the sale. 

An outstanding example, explained in 
detail in Section 3, is the purchase of the 
New York Yankee franchise and the sub- 
sequent sale and leaseback of the Stadium. 
The principals, Del Webb and Dan Top- 
ping, upon consummation of the deal, 
ended up with more cash than they origi- 
nally invested and still owned the fran- 
chise despite payment of a large capital 
gain tax on the sale of the property. 

Section 6, which treats on the landlord’s 
tax operations, contains a great deal of 
very valuable information which can be of 
considerable help to the owner of real 
estate. Some of the more important aspects 
of this subject which are discussed include 
the following: 


1. What to report as income. 

2. Methods of calculation of deprecia- 
tion. 

3. Repairs which can be deducted and 
also those which will be denied. 

4. What real estate taxes are deductible. 

5. Bad debts. 

6. Net operating loss deduction. 

7. Reserves. 


Perhaps the most technical of the above 
selected topics is ‘Net Operating Loss De- 
duction.” The authors show how such 
losses may help, how they are calculated, 
how handled in a carry-back year, and also 
how to take quick advantage of such de- 
ductions. 

The compilation of this volume repre- 
sents the painstaking efforts of many ex- 
perts and is a real contribution to the real 
estate industry. Some knowledge of gen- 
eral tax law would, of course, be helpful to 
the reader but is not essential. The authors 
have avoided the use of technical termi- 
nology as much as possible and have cov- 
ered the subject in simple, everyday lan- 
guage. 

Acquisition of this book is recom- 
mended not only for those who have real 
estate interests but also for accountants, 
lawyers and tax advisors. 
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CREDIT MANUAL OF 
COMMERCIAL LAWS, 


1956 edition* 


Emphasis in the 1956 Credit Manual of 
Commercial Laws is on the many legal 
changes adopted, statewise and federal, 
during the last year. These are capsuled 
both in discussion by topic and in recapit- 
ulations by states. As credit department op- 
eration turns more and more to selling, 
with the objective to help increase the 
company’s sound sales volume while pro- 
tecting the accounts receivable position, 
effects of new legislation become very 
much the business of the credit executive. 

The 1956 Manual digests the new credit 
handling procedures in such fields as me- 
chanic’s liens, bulk sales, trust receipts, 
chattel mortgages, assignments of accounts 
receivable, statutes of limitation, bad 
checks, conditional sales, factor’s liens, 
legal interest rates to corporations, retail 
installment sales, the use tax, bonds on 
public improvements, usury legislation, 
and wage assignments. 

The Manual emphasizes in a foreword 
that it is not a substitute for attorneys’ 
services, nor is it a textbook. What it does 
accomplish is to place on the desk of 
credit and other financial executives a 
_acane paren single-volume digest of 
ederal and state statutes pertinent to their 
operations. Included in the Manual is a 





glossary of Wall Street terminology in 
jargon, while another section contains 
recommended revisions of definitions of 
income in financial statements. 


* Published by the National Association of 
Credit Men, 229 Fourth Avenue, New York 3, 
N. Y. $10.00. 


CAPITAL FORMATION AND 
FOREIGN INVESTMENT IN 
UNDERDEVELOPED AREAS* 


By Charles Wolf, Jr. and 
Sidney C. Sufran 


The general purposes of this study were 
to survey the relative research, either 
completed or in preparation, that bears 
upon the problem of capital formation 
and foreign investment in underdeveloped 
areas and on the basis of these findings to 
suggest action programs that might offer 
solutions for the many problems involved. 
The method employed three types of 
inquiry: A questionnaire was sent to 200 
individuals and institutions; over 60 per- 
sons, in government, business and aca- 
demic institutions, were interviewed ; over 
400 publications which bear on the prob- 
lem were reviewed. 


* Published by Syracuse University Press, 
Syracuse, N. Y. $3.00. 





Prospectuses and Annual Reports. 
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“Printed by Pandick” a guarantee of the finest and most complete 
printing service available. For more than 30 years, we have printed 
thousands of important documents such as Registration Statements, 


Whether your corporation has the smallest or the 
largest financing on record, Pandick Press provides you with the 
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MONTGOMERY’S FEDERAL 
TAXES* 


The 36th edition of this standard vol. 
ume has been prepared by four partners 
of Lybrand, Ross Bros. and Montgomery 
with the assistance of 22 associates. Each 
part of the volume has been written by a 
specialist and the entire book has beep 
edited by the partners. The new volume 
clarifies and interprets the full impact of 
federal taxes on business organizations 
and individual taxpayers. The revenue 
code, Treasury regulations and rulings, 
and leading court decisions are explained 
and specific suggestions are offered on 
the preferred ways of doing business for 
maximum tax protection. 


* Published by the Ronald Press Company, 
15 East 26 Street, New York 10, N. Y. $15.00. 


FUNDAMENTALS OF 


PRIVATE PENSIONS* 


By Dan M. McGill 


This volume is the initial publication 
of the Pension Research Council of the 
Wharton School of Finance and Com- 
merce. It is intended to provide a back- 
ground for more specialized studies to 
follow and to serve as a basic text for 
those persons aspiring to a fuller under- 
standing of the private pension mecha- 
nism. While primarily designed to meet 
the needs of university students and train- 
ees in insurance companies, trust compa- 
nies and pension consulting firms, it should 
also be useful to management personnel 
and others interested in the administra- 
tion of private pensions. It is in no sense a 
manual for the pension technician as the 
emphasis is on “‘why” rather than “how.” 


* Published by Richard D. Irwin, Ine. 
Homewood, Illinois. $5.00. 


OTHER BOOK ENTRIES 
COMPANY PRACTICES IN EMPLOYEE 
TRANSFERS AND RELOCATION. Ameri- 
can Management Association, 330 West 
42nd Street, New York 36, N. Y. $1.50 
($1.00 to AMA members). 


THE INVENTORIES. By Frederick Staples, 
C.P.A. The Counting House Publishing 
Co., Thiensville, Wisconsin. $2.00. 


ADJUSTMENTS TO LABOR SHORTAGES: 
MANAGEMENT PRACTICES AND INSTI- 
TUTIONAL CONTROLS IN AN AREA OF 
EXPANDING EMPLOYMENT. Depart- 
ment of Economics and Sociology, 
Princeton, N. J. $2.00. 


THE GUARANTEED ANNUAL WAGE AND 
BUSINESS STABILIZATION: A Bibliogra- 
phy. Single copies may be obtained free 
from the W. E. Upjohn Institute for 
Community Research, 709 South West- 
nedge Avenue, Kalamazoo 44, Mich. 
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Top corporate executives failed to get 
salary raises proportionate to those that 
they gave their hourly workers last year. 
This is indicated by the results of the 
sixth annual survey of top management 
compensation conducted by the Executive 
Compensation Service of the American 
Management Association. 

Compensation paid to more than 25,000 
high-ranking executives in more than 
3,000 American and Canadian companies 
during the 1954-55 fiscal year (the ac- 
counting year that ended between Decem- 
ber 31, 1954 and June 30, 1955) in- 
creased by only 1.8% on the average. This 
percentage refers to total compensation, 
which includes salaries, bonuses, and com- 
pany contributions to retirement funds. 

On the other hand, for a comparable 
period (that between June 30, 1954 and 
June 30, 1955) hourly rates paid to work- 
ers in manufacturing industries increased 
by 5%, according to Bureau of Labor Sta- 
tistics figures. The latter percentage in- 
cludes only wages, not fringe benefits. 

The results of the new survey, like 
those of the five previous studies, indicate 
that the fortunes of executive personnel 
are more directly tied to economic trends 
than are those of any other segment of the 
population, according to Dean H. Rosen- 
steel, director of the A.M.A. Executive 
Compensation Service. The relationship is 
particularly close in the case of bonus pay- 
ments. 

For the period covered by the survey, 
the early = of which reflected the post- 
Korean adjustment, most of the companies 
surveyed reported nominal increases in 
after-tax earnings as a result of lower 
corporate income taxes and the elimina- 
tion of the excess profits tax. Formal sal- 
aries paid to officers and directors in- 
creased 2.7%, but this increase was partly 
offset by bonus payments that were 4.8% 
below those of the previous year. Lower 
bonus payments apparently were the di- 
tect result of the trend in profits before 
federal income taxes. Before-tax profits 
declined 5.8%. Sales of the companies 
surveyed showed an over-all decrease of 
2.2%. 

The economic trend was further re- 
flected in the decrease in the number of 
executives who received increases in their 
salaries during the year. Only 38% were 
paid rates higher than the previous year, 
as compared to 45% in fiscal 1953-54. 
There was no change in salary rate for 
50% of the executive positions reported, 
and lower rates were paid in more than 
10% of the cases. 

In line with trends in industry gener- 
ally, company contributions to retirement 
plans in 1954-1955 continued to repre- 
sent an increasing part of the compensa- 
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Executive Salaries Surveyed 


tion of these executives. About 68% of 
the companies participating in the survey 
have such plans and about 65% of the 
executives included in the study partici- 
pate in them. These contributions, which 
amounted to about 6% of total compensa- 
tion, showed an increase of 8.2% over the 
previous year. 

These broad averages are not necessarily 
indicative, the A.M.A. report emphasizes, 
of what happened in any given industry 
or company. Wide variations were re- 
ported among companies and among in- 
dustry groups in sales, profits and com- 
pensation. 

For example, in the textile industries, 
where net profits before taxes declined be- 
tween 20% and 30%, salaries remained 
practically unchanged but bonus payments 
dropped by an average of 25%. In this 
group of companies, contributions to re- 
tirement funds, which are often tied to 
profits, also declined. On the other hand, 
the manufacturers of household appliances 
increased their before-tax profits by better 
than 25% and increased bonus payments 
to their top executives proportionately. 

As the report points out, economic 
trends are not the only determinates 
in compensation. A supplemental study 






showed that compensation went contrary 
to sales and profit trends in about a third 
of the positions covered. Two thirds of 
the executive positions that received in- 
creased compensation were in companies 
that reported increased sales and some- 
what more than half were in companies 
that reported increased profits. More than 
70% of the executive positions that were 
paid lower compensation were in compa- 
nies that reported decreased sales, and the 
same held true in firms that reported de- 
creased profits. 


Profit Sharing Spreads 


The ranks of the companies with profit- 
sharing plans are swelling. The exact 
number of such plans is not known since 
companies limiting their plans to cash 
distributions report to no central agency. 
The Internal Revenue Service, however, 
has on file all plans that include payments 
into a retirement fund. IRS records show 
that 8,000 companies had such plans in 
effect at the end of 1954, compared with 
2,500 in 1946 and about 350 in 1942. By 
the end of 1955, the number is expected 
to be between 9,000 and 10,000. 
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UNION DEMANDS IN 1956 


May Require Changes in 
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Be prepared by ascertaining in advance the 
cost of increased or new benefits which may be 
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HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
270 MADISON AVENUE, NEW YORK 16 














gems J. RITTER, general office man- 
ager of the Anaconda Wire and Ca- 
ble Company, Hastings-on-Hudson, N. Y., 
and vice president of the New York 
Chapter, National Association of Cost 
Accountants, in commenting on automatic 
data processing stated that modern ac- 
counting and computing machines per- 
form record-keeping jobs much faster and 
with greater accuracy than could a staff of 
bookkeepers or mathematicians. 

“Automatic data processing,’ he said, 
“is more than just a faster method of tab- 
ulating business statistics. Electronic com- 
puters operate at speeds which make 
possible analyses previously considered 
impractical; and new use of mathematical 
concepts provide for the calculation of 
data not heretofore available for manage- 
ment consideration. The impact of auto- 
matic data processing will eventually make 

revious methods obsolete even for small 
Sane enterprises.” 

The word ‘‘automation” is a newcomer 
in popular usage. Literally, it means au- 
tomatic operation. Its use in industry sig- 
nifies increased mechanization of work 
once done manually. The introduction of 
electronic devices, commonly known as 
“mechanical brains,” has greatly increased 
the potentialities of mechanical means for 
performing routine tasks. These electronic 





The Effects of Automation 


devices can, in the field of production, 
detect characteristics of different materials 
and utilize them with a speed and preci- 
sion beyond the capacity of the most 
skilled craftsmen. Industry, faced with the 
problem of ever-increasing labor costs and 
higher taxation, is resorting more and 
more to the employment of machines in 
order to reduce costs and increase produc- 
tion. 

The possibility of displacing men by 
machines is a matter that has alarmed la- 
bor organizations for some time. This con- 
cern is to a degree shared by some man- 
agement people and economists. Unem- 
ployed people cannot buy the material 
produced by machines, no matter how low 
the cost of production. 

Is there a compensatory point at which 
men displaced by automation will subse- 
quently be absorbed in some new field? 

At first glance this may appear improb- 
able. However, there are some factors that 
should be considered before jumping to 
the conclusion that we will be faced with 
mass unemployment of labor. 

For instance, engineering and scien- 
tific achievements are daily developing 
new products for use in industry, the 
home and for pleasure and diversion. Au- 
tomation is making possible many innova- 
tions that otherwise might have been 
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impractical, if not impossible. Even 0. 
called “‘gadgets’”’ are in great demand. For 
example, the average kitchen today has 
innumerable devices to relieve the burden 
and increase the pleasure of living for the 
housewife. A short time ago many of these 
things were unknown. The demand for 
such items, which were once considered 
luxuries but are now necessities, grows 
stronger with each passing year. Mechaniz- 
ation has made it possible to produce these 
things in a volume sufficient to bring down 
the unit cost to a point where they may be 
sold for a price that is within the purchas. 
ing power of the average family. This 
would have been impossible under manual 
production methods. As automation in- 
creases, the consequent reduction in costs 
will make possible the production of many 
more articles which in the past were only 
imagined, or never got beyond the draw- 
ing board. 

What will all this do to people who are 
generally referred to as “labor”? 

The assembly of intricate facilities and 
other products will not be possible entirely 
by using still other machines. Trained 
technicians, expert in the art of integrat- 
ing the parts that constitute a complex 
machine will be in ever-increasing de- 
mand at high rates of pay. A visit to one 
of the industries that manufacture these 
facilities will reveal the need for large 
numbers of skilled workers to assemble 
the thousands of parts that comprise one 
of these mechanical wonders. Experts are 
needed to conceive the uses to which these 
and newer devices may be put, and to op- 
erate them. 

These men must be highly trained in 
the technology of their field of endeavor. 
They will demand and receive higher pay, 
better working conditions and shorter 
hours than less skilled people. The evolu- 
tion of automation will ultimately elim- 
inate the need for unskilled labor and te- 
place it with an ever-increasing force of 
skilled mechanics, operators, technicians, 
engineers and scientists. These experts 
will conceive new devices heretofore un- 
heard of, which will create a greater de- 
mand for still more skilled artisans. 

As improved techniques allow more 
time for the pursuit of other activities, the 
demand for more and better articles will 
grow ever stronger, stimulating still 
greater production of the millions of items 
that will be needed by an enlightened 
populace. The possibilities of advance- 
ment are limitless. Automation will re- 
duce inefficiency and may eliminate un- 
skilled labor, but it will never obviate 
the need for people who can make it pet- 
form its functions. 
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New Offices of Controllers 
institute Described as 


“Compact Efficiency” 

The December 1955 issue of Office 
Management carries a story, with pictures, 
about the new offices of Controllers Insti- 
tute at Two Park Avenue, New York. Pic- 
tured are the research-editorial section of 
the general office, the reception area, the 
special mail-processing to provide pre- 
sorting, the managing director's office, and 
the conference room. 

In discussing the new quarters, Office 
Management points out that the headquar- 
ters of Controllers Institute is not large 
and does not have a large staff, but that 
is no reason to sacrifice efficiency. Accord- 
ingly, the article points out, the new of- 
fices embody many time-and labor-saving 
devices that a much larger office might 
envy. This does not, however, imply the 
use of much elaborate equipment, rather 
the application of sound judgment and 
careful thought. 

Innovations discussed in the article in- 
clude the mail slots covering four cate- 
gories—'‘air-mail,” “local,” ‘‘foreign,” 
and “out-of-town’’—-so that each secretary 
can deposit her outgoing letters in the ap- 
propriate slots and speed up the mailroom 
handling. 

In discussing the location of the secre- 
tarial desks, the article points out that “the 
new offices show evidence of good plan- 
ning in their appearance as well as in their 
working efficiency,” and also adds that 
“color imaginatively used adds to the at- 
tractiveness of the Controllers Institute 
offices.” 

The article closes by noting that “the 
old saying that it is a cobbler’s child that 
never has shoes is disproved in these strik- 
ing and effective offices. Headquarters for 
a major management association, these of- 
fices look and act their role.” 


New U.S. Jobless Pay Law 


Goes into Effect 


Many a butcher, baker and candlestick 
maker will be subject to jobless pay taxes 
for the first time in 1956, says Commerce 
Clearing House. Changes in the Federal 
Unemployment Tax Act, passed in 1954 
and effective January 1, 1956, will bring 
thousands of formerly exempt small firms 
and businesses under the unemployment 
insurance program by cutting in half the 
long-standing minimum coverage of em- 
ployers of eight or more workers. 

Beginning 1956, the law, according to 
the CCH report, applies to every employer 
who has four or more workers in covered 
employment for some portion of a day in 
each of 20 weeks. This extension of fed- 
eral coverage has brought on a rush of 
new state unemployment legislation. State 
after state slashed its coverage provisions. 
Twenty states amended their laws to agree 
with the new federal provision. 
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Four other states which covered em- 
ployers of four or more in the past went 
beyond the Federal Act. Connecticut cut 
its coverage provisions to employers of 
three or more workers in 13 weeks; New 
York to three in 1956 and two thereafter ; 
Oregon to two in six weeks in a calendar 
quarter; and Rhode Island to one on any 
day during the year. The remaining states 
already cover employers of four or more 
(and quite often employers of one or 
more) or use payrolls as the basis of cov- 
erage. Oregon and Rhode Island have in- 
creased their taxable wage limitations to 
$3,600 beginning January 1, 1956. Alaska, 
Delaware and Nevada have an equal wage 
limitation in force. 


National Productivity 


The nation’s productivity, as measured 
in terms of constant dollar output per 
man-hour, has practically tripled over the 
past 45 years, according to the National 
Industrial Conference Board. The Board 
found that from 1909 to 1954, factory 
and other nonfarm workers increased their 
hourly output almost 150%. During the 
same period, farm output rose more than 
140%. NICB also says, that in recent 
years, farm productivity has outpaced non- 
farm output per man-hour. Since 1939, 
the former has been advancing at an an- 
nual rate of 3.6% while nonfarm output 
per man-hour has been rising only 2.3% 
per year. 
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HECKING THE TENDENCY toward fur- 

ther liberalization of credit terms is 
the most important problem facing finance 
companies, said A. J. Blasco, president, 
Interstate Securities Company, Kansas 
City, Missouri. Speaking at the 22nd An- 
nual Convention of the American Finance 
Corporation in November 1955, Mr. 
Blasco reported on the results of a survey 
which he had conducted among finance 
companies. 

The majority of those surveyed, Mr. 
Blasco observed, felt that the tendency 
toward greater liberalization of terms 
should be checked. Of second importance, 
the smaller finance companies ranked col- 
lections, repossessions and losses while the 
larger finance companies considered in- 
creasing the rate of gross income the num- 
ber two problem. 

Other problems listed by the smaller 
finance companies, those with capital 
funds below $1 million, were re-examina- 
tion of credit policies to stress quality 
rather than quantity, competition with 
other lending agencies, and increasing the 
rate of gross income. 

The larger finance companies consid- 
ered their other problems to be develop- 
ment and training of more and better per- 
sonnel, particularly at administrative lev- 
els, effecting more operating economies 
through better control of costs and more 
efficient procedures, and re-examination of 
credit policies to stress quality rather than 
quantity. 

Commenting on the survey, Mr. Blasco 
said that a few problems were conspicuous 
by their absence from high rankings. These 


problems included dealer mortality and re- 
placement with less experienced dealers, 
the training of dealers and their salesmen 
to handle credit customers properly, the 
source of borrowed funds, the abnormal 
depreciation in market value of used cars, 
and the overproduction of new cars. 

The tendency toward further liberaliza- 
tion of terms, he said, is dangerous to the 
automobile manufacturer, the dealer, the 
finance agency and the purchaser. The 
trend of repossession and losses within re- 
cent months highlights the danger and it 
is significant that a large percentage of 
such repossessions were on new cars on 
which the purchaser made but a few pay- 
ments. 

Finance companies are also hurt by the 
lengthening of terms, Mr. Blasco pointed 
out. When the maximum term was 18 
months, it took $95,000 to finance $10,- 
000 of monthly volume, but for 36 months 
it requires $185,000 to finance the same 
$10,000 monthly volume. Each six months 
that terms are lengthened requires an ad- 
ditional $30,000 in funds to handle an 
increase of $10,000 in monthly volume. 
A further danger, he rated, is that repos- 
sessions and losses in a period of practi- 
cally full employment and high personal 
income could result in a serious down- 
turn in business. 

Mr. Blasco indicated that there is a so- 
lution to the problem. Closer relations be- 
tween factories and dealers could promote 
co-operation with one another as well as 
mutual respect and understanding of each 
other’s problems. In any event, Mr. Blasco 
said, all finance companies must have the 
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Course of Action Charted for Finance Companies 


courage to cut back firmly to sensible 
terms. “If your competition goes below 
what you think is sound, let him have the 
business.’” Through a more selective ap. 
proach and better screening of credits, 
the quality of outstanding receivables will 
be maintained on a sound basis. The solu. 
tion, then, lies with the finance companies 
themselves and depends on their courage 
to resist excessively liberal terms and to 
decline unwise transactions, even at the 
risk of losing the dealer. 

Profits of finance companies, like those 
of any other business, are determined by 
planning, said Mr. Blasco. He urged that 
finance companies raise the charges for 
their services and noted that all industries, 
including banking, had increased the sell- 
ing price of their product or service to 
compensate for increased operating costs. 

By-products of financing operations can 
often make the difference between over-all 
profit and loss. Here, the most important 
avenues are the placement of physical 
damage insurance, credit life and accident 
and health insurance, and late charges. He 
noted that there was a tendency on the 
part of dealers to bolster profits through 
higher participation in finance charges. 

As one step toward increasing profits, 
he noted, finance companies are concerned 
with the development of administrative 
personnel because of the shortage of capa- 
ble management men. While the small 
companies can get the major benefits from 
management development simply by per- 
sonal interest, the problem of the large 
companies is somewhat more complicated. 
The shortage of trained personnel pre- 
vents them from getting key men from 
other companies. 

Many companies are meeting the prob- 
lem by evolving workable development 
programs whose objectives should include: 
Full utilization of executive abilities and 
promotion of teamwork; building a re. 
serve of qualified personnel; testing for 
competence before promotion ; and attract: 
ing desirable personnel. 

To meet the competition of banks, 
credit unions and insurance companies, 
many of whom are relaxing terms and te- 
ducing rates, the finance companies should 
educate their competitors on installment 
costs. This, Mr. Blasco pointed out, is 4 
job for public relations, because it is nec- 
essary to bring before the public the su- 
periority of finance company service. 

To meet all these problems, Mr. Blasco 
concluded, the finance companies must 
recognize their responsibilities and obli- 
gations, and, above all, operate with com- 
mon sense. 
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The Cost of Absenteeism 


Absenteeism in factory and farm costs 
industry some $5 billion a year, which is 
the equivalent of the value of services in 
lost production of 1 million workers of all 

es that don’t show up for work. 

The Research Council for Economic Se- 
curity, which made the above estimate, in- 
dicates that the figure may be even greater. 
The survey made by the Council notes 
that, in addition to the production loss, 
there is a direct loss of wages and income 
for the workers in the cost of medical care. 
These are considerable even with the ex- 
tensive protection of group sickness com- 
pensation, hospitalization, surgical insur- 
ance, and prepaid plans prevalent today. 

The Council study of absenteeism 
caused by prolonged illness indicates that 
the total cost is $1 billion. On a basis of 
40 million employed (although 65.5 mil- 
lion are actually gainfully employed) and 
the low estimate of three absences of more 
than four weeks duration per 100 em- 
ployes a year, there are some 1.2 million 
prolonged absences per year. The average 
absence is about ten weeks, which is a loss 
of 240,000 man-years valued at approxi- 
mately $1 billion. 

The study points out that “the direct 
cost to the employes also is considerable. 
The data to date indicate an average net 
medical-care cost of $150 per prolonged 
absence, suggesting the total bill of $180 
million a year. This is a direct net cost of 
the workers remaining after the receipt of 
all benefits under hospitalization, surgical 
and medical-care insurance, and other pre- 
paid plans. In addition, the net wage or 
income loss, over and above sickness com- 
pensation and sick-leave allowances, is 
perhaps $500 million. These, it should be 
noted again, are the net costs of the pro- 
longed absences alone.” 

The Council recently concluded a sem- 
inar workshop on the subject of absentee- 
ism and came up with a number of rec- 
ommendations. Among the findings: 

Adequate records of absenteeism should 
be maintained by every company and some 
central agency should make available na- 
tional summaries of the experiences of 
representative establishments ; 

The real causes of absenteeism are 
many and involve general factors of mo- 
tale, attitude toward the supervisor and 
toward the company, proper job place- 
ment, sense of responsibility, home and 
family influence and problems, and health 
of the worker. 

Plans which depend solely on getting 
tid of the so-called ‘“absence-prone” 
worker or disciplining the chronic absen- 
tee miss the mark and accomplish neither 
the prevention nor the control of absen- 
teeism. 

A good deal of emphasis is placed on 
the health of the worker and a company 
medical program can have an important 
tole in assisting with the prevention and 
control of absenteeism. 
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SOUTHERN CONFERENCE 
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Sponsored by Four Southern Controls 





EDGEWATER GULF HOTEL * EDGEWATER PARK : MISSISSIPPI 




















PROGRAM 


FEBRUARY 23 
p.m. Reception 
evening Plantation Party 


FEBRUARY 24 


a.m. Sxbject: Effective Controllership in Industrial Expansion 
Speaker: A. J. Bows, Partner, Arthur Andersen & Co., At- 
lanta, Ga. 
p.m. Subject: Research as a Factor in Industrial Expansion 
Speaker: Dr. Frank J. Soday, Vice President, Chemstrand 
Corporation, Decatur, Alabama 
luncheon Sxzbject: Your Horn of Plenty 
Speaker: Wyatte F. DeLoache, E. I. du Pont de Nemours & 
Co. : 


p.m.  Sxbject: Bringing Industry to the South 
Speaker: W. Cooper Green, Vice President, Alabama Power 
Co. 
Subject: Insurance Problems of a Growing Company 
Speaker: Ed Moran, Vice President, National Association of 
Credit Men 


banquet Speaker: Clayton Rand, Editor, Dixie Guide, Gulfport, Miss. 


FEBRUARY 25 
am. Sxbject: Corporation Expansion by Acquisition or Creation 
Speaker: J. H. Hardy, CPA, Chattanooga, Tenn. 


Subject: Financing a Growing Company 
Speaker: Paul Millians, Vice President, Commercial Credit 
Company, Baltimore, Md. 


luncheon Sxbject: The New South 
Speaker: Hugh Comer, Board Chairman, Avondale Mills, 
Sylacauga, Ala. 


Also Special Events for the Ladies 
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CIA Southern Conference to Discuss 
“Controllership in Industrial Expansion”’ 


The many problems faced by controllers 
in industrial expansion will be explored at 
the Southern Conference of Controllers 
Institute. Sponsored by the Atlanta, Bir- 
mingham, Chattanooga and Memphis Con- 
trols, the Conference will be held at the 
Edgewater Gulf Hotel, Edgewater Park, 
Mississippi, February 23-25, 1956. Con- 
ference General Chairman W. C. Jones 
(controller, Alabama By-Products Corpo- 
ration, Birmingham), anticipates a large 
attendance of members of Controllers In- 
stitute as well as nonmembers. 


The Program Committee, under the di- 
rection of Vann A. Meador, comptroller, 
The Harriman Manufacturing Company, 
Chattanooga, has secured well-known 
speakers for every subject. On Friday 
morning, February 24, A. J. Bows, part- 
ner, Arthur Andersen and Company, At- 
lanta, will discuss ‘Effective Controller- 
ship in Industrial Expansion.” That after- 
noon, W. Cooper Green, vice president, 
Industrial Development Department, Ala- 
bama Power Company, Birmingham, will 
cover “Bringing Industry to the South.” 





Time for 


a FRESH 


Approach? 


If you are concerned about rising 
costs, increasing competition, 
and manpower shortages, it may 
be time for a fresh approach. 

And that’s where sTATISTICAL 
can help! 

If you have a tab department 
of your own, it will pay you to 
explore the experience and facili- 
ties that are available at sTaTIs- 
TICAL to supplement your own 
staff and equipment. Maybe, just 
an “outside slant’’ will do the 
trick. Or your problem may be 
answered by the latest mechan- 
ical facilities maintained here. 

On the other hand, if you are 
not already using automatic 
methods, STATISTICAL service can 
help you apply the latest tabu- 
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lating techniques to cut clerical 
costs, increase sales and profits 
and brighten your competitive 
picture—all without increasing 
your overhead. (If you are plan- 
ning to install tabulating equip- 
ment, we’ll be glad to show you 
how.) 

It costs you nothing to talk 
over the possibilities of this serv- 
ice with one of our methods en- 
gineers. Just phone or write our 
nearest office. 


STATISTICAL TABULATING COMPANY 


Established 1933 * Michael R. Notaro, President 


CHICAGO 
53 W. Jackson Blvd. 
HArrison 7-4500 


NEWARK 
Nat’l-Newark Bldg. 
MArket 3-7636 


NEW YORK 
80 Broad St. 
WHitehall 3-8383 
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411 N. Tenth St. 


CLEVELAND 
1367 E. 6th St. 
SUperior 1-8101 


ST. LOUIS 


TABULATING 
CALCULATING 


MAin 1-7777 


TYPING 


TEMPORARY 
OFFICE 
PERSONNEL 








Following Mr. Green will be Mr. Edwip 
B. Moran, vice president, National Asso. 
ciation of Credit Men, New York, who 
will speak on “Insurance Problems of , 
Growing Company.” 

On Saturday, February 25, J. H. Hardy, 
CPA, Chattanooga, will discuss “Corpo. 
ration Expansion by Acquisition or Crea. 
tion.” He will be followed by Paul Mil. 
lians, vice president, Commercial Credit 
Company, Baltimore, whose subject wil] 
be ‘Financing a Growing Company.” 

Two luncheons and a banquet will have 
men with national reputations as speakers, 
At the opening luncheon, Wyatte F. De. 
Loache, Southern Manager, Extension Dj- 
vision, Public Relations Department, E. |, 
du Pont de Nemours and Company, will 
speak on “Your Horn of Plenty.” At the 
closing luncheon, Hugh Comer, chairman 
of the Board, Avondale Mills, Sylacauga, 
Alabama, will discuss ‘“The New South.” 
The featured speaker at the banquet will 
be Clayton Rand, editor, Dixie Guide, 
Gulfport, Miss. 

Mr. Jones gives his assurance that no 
effort has been spared to provide enter- 
tainment. On Thursday, February 23, the 
sponsoring Controls are holding a recep- 
tion while a plantation party is scheduled 
for that evening. Dress will be informal 
with casual attire suggested. 

The special program for the ladies will 
include a tour of the picturesque Gulf 
Coast with luncheon at the famous Long. 
fellow House, where Longfellow wrote 
many of his best loved poems. 


Concrete Association to Hold 
Controllers’ Conference 


The National Sand and Gravel Associa- 
tion and the National Ready Mixed Con- 
crete Association, Washington, D. C., will 
hold, in connection with their annual meet- 
ing, a Controllers’ Conference to discuss 
management and financial problems. The 
meeting scheduled for February 13 at the 
Conrad Hilton Hotel in Chicago, IIl., will 
be presided over by Paul J. Kremer of the 
Buffalo Slag Co., Inc., Buffalo, N. Y., a 
member of the Buffalo Control of Con- 
trollers Institute of America, while Jack 
Reid of Standard Paving & Materials 
Company, Toronto, Ont., a member of the 
Toronto Control, will be a panel member. 





APPRAISALS 


NATICNAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


6 CHURCH STREET ATLANTA 


CHICAGO 
NEW YORK. N. Y. <r (on 


SOSTON 
PHILADELPHIA 
PITTSBUSGH 
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AN IMPORTANT MESSAGE FROM THE SECRETARY OF THE TREASURY 


A THREE-WAY PARTNERSHIP 
THAT BENEFITS EVERYBODY 


How the public, the magazine publishers and the 


U.S. Government cooperate to help keep 


the nation’s economy growing always stronger 


S a reader of this magazine, the chances are that 
you belong to a “three-way partnership” dedi- 
cated to intelligent saving and a sound econ- 
omy. For you probably buy United States 

Savings Bonds. Nearly 40 per cent of the families in 
America own them. Most Bond-owning families have 
saved enough in this way to pay for a serious illness, 
to provide something for old age, to make a down pay- 
ment on a house or take a long trip. And perhaps most 
important, these families have the wonderful feeling of 
security that the ownership and holding of these Bonds 
bring. 

















Americans today are buying Savings Bonds at an 
annual rate of more than $5,000,000,000. In the time it 
takes you to read this page, approximately one minute, 
America will buy $10,000 worth of Series E and H 
Bonds! 

How, you may ask, did this come about? 

It came about through a great program of voluntary 
cooperation with the Treasury Department on the part 
of many groups, organizations and citizens. The maga- 
zine publishers have from the beginning been among 
the major supporters of the Bond program. They con- 
tribute millions of dollars’ worth of advertising space 
each year. 

Full credit for making Bond-buying a national habit 
is due that “three-way partnership”— the American citi- 
zen, the Government, and the volunteer groups, such as 
the magazine publishers, who bring buyer and seller to- 
gether through the pages of their publications. 

All three partners will profit further by continuing 
to help increase the nation’s saving through the sale of 
Savings Bonds. 

For so effectively promoting the national welfare I 
wish, on behalf of the Government, to extend to the 
magazine publishers our most sincere thanks. 


Chccteaanprsye 


Secretary of the Treasury 
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The Accountant and Taxes 


“An adequate knowledge of the tax 
law is a valuable and saleable asset to the 
accountant and industry will pay the 
price.” 


b pee WAS ONE of the conclusions made 
by Wilfred Godfrey, vice president and 
treasurer, Keystone Custodian Funds, Inc., 
Boston, Mass., in an address at the Sec- 
ond Annual Federal Tax Forum at the 
Northeastern University Institute of Tax- 
ation. 

“There is some reason,” he said, ‘‘for 
distinguishing between the tax knowledge 
of the public accountant and that of his 
industrial colleague. The corporate treas- 
urer or controller can use his knowledge 
as he sees fit, but the public accountant 
must remember that the law distinguishes 
between an accountant who knows taxes 
and a lawyer, though it does not appear to 
distinguish between a lawyer with com- 
‘aaatoons in the tax field and one who 

ows nothing about taxes.” 

Mr. Godfrey emphasized that the prin- 
cipal value of the knowledge that ac- 
countants obtain by attending forums is 
not that it will enable them to solve prob- 
lems so much as that it will help them to 
detect the existence of problems. 

This seeing ahead is the accountant’s 
principal function in tax matters—whether 
it is the determination of the advantages 
and disadvantages of using some form of 
election, the detection that a company is 
evolving into a personal holding com- 
pany or the observation of the fact that 
what a corporation proposes to do can be 
done with better tax consequences some 


other way. To detect hidden sources of 
difficulty, he noted, an accountant—par- 
ticularly the public accountant—should 
have as broad a knowledge as possible, 
even at the cost of some depth. 

Mr. Godfrey also discussed the impact 
of the accountant’s service to industry and 
the community. ““To some extent,” he 
said, “the impact of this increased 
knowledge of the accountant’s service to 
industry and to the community are iden- 
tical” although one should distinguish 
between them because the first is chiefly 
a matter of technical competence while 
the impact on the community involves 
much more than technical efficiency. 

There are two important phases of the 
accountant’s service to the community, he 
said. First, the accountant can make a 
valuable and necessary contribution to 
sound community thinking on the subject 
of taxes. The second is his impact on the 
conscience of the community in the matter 
of determining tax liabilities. 

In developing the first of these points, 
Mr. Godfrey noted that when the lay- 
man thinks about taxes he quickly decides 
that they are too heavy and that the rev- 
enue, if it is necessary, should come from 
someone else. The accountant’s thinking 
should be a good deal deeper. He does not 
have to accept the idea that, for example, 
a general sales tax is bad just because it 
creates certain inequities, as all taxation 
results in inequities. Whatever the ac- 
countant can do to promote straight think- 
ing on tax matters on the part of the 
laymen will have a good impact on the 
community. 
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Save these dates—Cpril 26-28 


WESTERN CONFERENCE 





CONTROLLERS INSTITUTE 
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SPONSORED BY THE PHOENIX CONTROL OF CIA 
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Mr. Godfrey noted that there was ap. 
other challenge to the accountant in his 
relation to the community—this was the 
challenge to his conscience. This is par. 
ticularly true in the matter of overliberal 
business deductions, which have been 
known to include traveling and entertain. 
ment. The importance of this “fringe 
benefit’” was indicated by the screams 
when the Treasury became more stringent 
a few years ago. 

The dubious deduction is a problem 
which, perhaps, arises in its worst form 
in the relatively small operation because 
the large corporation is often so regulated, 
audited, and scrutinized that it would be 
unable, even if it wished, to resort to 
questionable practices. 

“Why is it,” Mr. Godfrey queried, 
“that a man who would not think of 
breaking into a house, or putting his hand 
in the petty cash box will deliberately un. 
derstate a tax liability on a corporate or a 
personal return without any apparent 
sense of guilt? If it were clear to your 
neighbor or to your golfing partner,” he 
added, “that his sharp practices were shift- 
ing part of his taxes onto your shoulders, 
at least he wouldn’t brag.” 

In concluding Mr. Godfrey said “ac- 
countants—knowing what the law is— 
should observe it themselves and should 
use their best efforts to raise the some- 
times cynical standards which people are 
often too ready to accept—particularly if 
the standards appear to have the blessing 
of those who should know.” 


Airlines Study Costs 


In an effort to halt spiraling clerical 
costs, 18 international airlines have agreed 
to adopt a program, beginning January 1, 
1956, which will employ the sampling 
techniques in interline accounting pro- 
cedures. Airline executives feel that intro- 
ducing sampling techniques in interline 
accounting procedures will result in sub- 
stantial cost savings. 

The plan is that each of the airlines in- 
volved will take a sample of 10% of all 
interline passenger techniques and analyze 
them for all important data such as total 
revenues involved and miles flown, which 
is to be pro rated to the different airlines. 
These data will then be extended statis- 
tically to cover all the tickets involved. 

Previously, each individual ticket was 
analyzed at the expense of extremely high 
clerical cost. The controller of British 
European Airways states that the plan is 
based on “considerable scientific research 
and actual experiments and not ‘hit or 
miss’ principles.” The airlines feel that 
the chance of error in pro rating revenues, 
based on samples, is so small that it can 
be disregarded. 


THE CONTROLLER * FEBRUARY, 1956 


Sur’ 


OR) 
be 
infor 
annual 
publis! 
counta 
“Accol 
veals t 
419 
incom 
tures ¢ 
show f 
ditions 
only 2 
749 
compa 
compa 
379 
incom 
27% | 
809 
forma 
audite 
in 195 
209 
“balar 
nancia 
as con 
41¢ 
ers’ e& 
surplu 
56¢ 
ilar ca 
before 
nolog 
able t 


Ou 


Cay 
ration 
be suf 
ital & 
of the 
and A 

Th 
Capite 
forwa 
long- 
capita 

Th 
drawt 
sition 
and tl 
ing di 

Fre 
are in 


from 
years 
exper 
a hig 
low 
cates 


nal si 
gages 


THE C 





X.UM 


IS an- 
N his 
S the 
par- 
beral 
been 
‘tain- 
ringe 
eams 
gent 


blem 
form 
‘ause 
ated, 
d be 
t to 


ried, 
: of 
and 


Or a 
rent 
our 
he 
iift- 
ers, 


s— 
uld 
me- 
are 


if 


cal 
ed 


ng 
0- 


ne 


b- 


ill 
ze 
al 





XUM 


Survey Shows Annual Reports Streamlined 


ORPORATE FINANCIAL STATEMENTS are 
3 becoming increasingly streamlined and 
informative according to a survey of the 
annual reports of 600 typical corporations 

blished by the American Institute of Ac- 
countants. The ninth annual edition of 
“Accounting Trends and Techniques” re- 
veals that : 

41% of the reports used a “‘single-step” 
income statement in which total expendi- 
tures are subtracted from total income to 
show net income (instead of a series of ad- 
ditions and subtractions) compared with 
only 21% when the survey began in 1946. 

74% showed financial information on a 
comparative basis for more than one year, 
compared with 41% in 1946. 

37% included a combined statement of 
income and retained earnings, as against 
27% in 1946. 

80% furnished additional financial in- 
formation beyond that included in the 
audited statements, compared with 67% 
in 1950. 

20% abandoned the familiar title of 
“balance sheet’’ for the more modern “‘fi- 
nancial position” or “financial condition,” 
as contrasted with 3% in 1946. 

41% used a caption such as “stockhold- 
ers’ equity’” instead of “capital stock and 
surplus,” compared with 25% in 1950. 

56% used “‘retained earnings’ or sim- 
ilar captions, compared with 17% in 1948 
before the AIA’s Committee on Termi- 
nology suggested that it would be desir- 
able to replace the term “earned surplus.” 


79% used “‘income’’ or “earnings” to 
describe the income statement, with only 
13% still using the older term “profit and 
loss.” 

Stock option plans were mentioned by 
34% of the companies (an increase from 
30% only one year ago), and pension and 
retirement plans by 58%, although others 
may have existing plans that were not 
mentioned. 

17% mentioned the adoption of ac- 
celerated depreciation methods permitted 
by the 1954 tax revision law. Of the com- 
panies reporting changes, 38% used the 
declining-balance method and 41% the 
sum-of-the-years’-digits method, some us- 
ing both methods for different classes of 
assets. 

25% indicated provisions for estimated 
expenses, the latter having been allowed 
by the 1954 tax code, but retroactively re- 
pealed in June 1955. Of the reports indi- 
cating such provisions, 53% specifically 
mentioned vacation pay, 11% cash dis- 
counts, 7% sales returns and allowances, 
and 6% fulfillment of product guarantees. 

The reports surveyed are for fiscal years 
ending from May 1954 through April 
19>). 

The 266-page “Accounting Trends and 
Techniques” is available from the Ameri- 
can Institute of Accountants, 270 Madison 
Avenue, New York 16, N. Y., at $15.00, 
paperbound. It includes more than 100 
comparative tables and hundreds of ex- 
amples of current accounting practices and 
trends. 


Outlook for Capital Goods Markets 


Capital funds available to U. S. corpo- 
rations during the next decade appear to 
be sufficient to sustain a high level of cap- 
ital expenditures according to the results 
of the study conducted by the Machinery 
and Allied Products Institute. 

The study, which appears in MAPI’s 
Capital Goods Review, No. 24, carries 
forward the organization’s research on the 
long-run outlook for the United States 
capital equipment market. 

These. findings support the conclusion 
drawn in earlier studies that the basic po- 
sition of the capital goods market is strong 
and the prospect is for further strengthen- 
ing during the next ten years. 

From this study two main conclusions 
are indicated: 

1. The prospect is for capital funds 
from internal sources over the next ten 
years to run around 95% of the projected 
expenditure requirements, on the basis of 
a high retained-earnings estimate. Even a 
low estimate of retained earnings indi- 
cates a coverage of 90% or better. 

2. Projected capital funds from exter- 
nal sources such as security issues, mort- 
gages, bank loans, and accrued tax liabili- 
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ties appear to be ample to cover the 
projected deficiency of internal funds. Dur- 
ing the decade just closing, funds from 
these external sources sufficed to offset re- 
quirements for working-capital expansion 
and to leave a balance of $37 billion for 
fixed-asset purposes—an amount which 
substantially exceeds the projected $26 
billion external capital requirements in 
the decade ahead. 

MAPI estimates that depreciation and 
amortization allowances will probably pro- 
vide around two thirds of the total funds 
needed to meet prospective capital ex- 
penditure requirements, while retained 
corporate earnings will probably account 
for roughly 25 to 30%. The balance will 
be amply covered by funds from external 
sources. 

Two of the premises upon which the 
MAPI study rests are that there will be 
no major depression and no significant 
further inflation during the decade ahead. 

Copies of the Capital Goods Review are 
available on request from the MAPI 
Washington office, 1200 Eighteenth Street, 
N.W., Washington 6, D. C. 





CORPORATE 
REORGANIZATIONS 


Their Federal Tax Status 
ROBERT S. HOLZMAN 


READY FEB. 10—Revised Printing—2nd 
Ed. Includes over 50 illustrative examples 
from Treasury Regulations of Dec., 1955, 
applying reorganization rules to specific 
situations. Explains requirements for tax 
protection; what taxpayers must do before 
and after reorganization. Tax-free reorgan- 
ization procedures discussed from view- 
point of the corporation, stockholders, 
creditors, etc. Includes tables, Code cita- 
tions, and a conversion chart coordinating 
| specific sections of the old Code with the 





new. 512 pp. $15 


ACCOUNTING PROCEDURE 
for STANDARD COSTS 


CECIL GILLESPIE, C.P.A. 


WIDELY USED book explains all de- 
tails of standard cost installations, from 
setting the standards to operating accounts, 
preparing reports. Gives preferred proce- 
dures for manufacturing and distributing 
operations; shows when and how standard 
costs give best results. Uses a single, com- 
plete manufacturing situation as the basis 
for illustration; four specific cases show 
what progressive concerns are doing today. 


Rev. Ed. 163 ills.; 472 pp. $7.50 


DEPRECIATION 


EUGENE L. GRANT; 
PAUL T. NORTON, Jr. 


REVISED PRINTING. The. only up-to- 
date, definitive reference for everyone con- 
| cerned with depreciation problems. Book 
| covers every major change under new Rev- 
enue Code. Compares alternative types of 
depreciation policy; offers guidance on 
methods best suited for different classes of 
assets, varying situations; explains declin- 
ing balance, sum of year digits methods. 
| Time-saving tables. 64 ills., tables ; 504 pp. 


CONTROLLERSHIP 


J. BROOKS HECKERT, C.P.A.; 
JAMES D. WILLSON, C.P.A. 


ALL-ROUND HELP on the duties, re- 
sponsibilities, and opportunities of con- 
trollership as a distinct business function. 
Incorporates examples from many indus- 
tries, and practical techniques adaptable to 
companies of every size. Book offers com- 
plete guidance on the preparation of ac- 
counting reports, administration of con- 
troller’s department, etc. 173 dlls., 645 pp. 

$7.50 

















@ Send for these books. (Save 
postage by remitting with order.) 


THE RONALD PRESS COMPANY 





15 East 26th St., New York 10 
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Population Prospects 


The population of the United States, 
now 166 million, is expected to pass the 
200 million mark within 20 years, accord- 
ing to the chief of the Population and 
Housing Division of the Census Bureau. 
The Census official says that the present 
estimated U.S. population represented an 
increase of 15 million, or about 10%, in 
the last five and a half years. 

The projections indicate a “tremendous 
and growing increase in children and 
young people of school age, a continuing 
decline in some of the age groups in prin- 
cipal working years, and continuing in- 
creases in the group over 65 years of age.” 


Standards for Retirement 

The U.S. Public Health Service has 
granted funds to the Industrial Relations 
Center of the University of Chicago, to 
conduct a three-year study, for the pur- 
pose of establishing standards for retire- 
ment other than chronological age. 

Recognizing that people grow older at 
different rates of speed, the University 
hopes to establish standards for measuring 
the aging process in individuals. 


The Cost of Reporting 

The December 1955 issue of Office 
Management carries an article on office re- 
ports which cites the experience of one 
company in determining how much it 
costs to prepare various daily, weekly and 
monthly reports. Costs were arrived at by 
determining current costs to the nearest 
100th of a minute, multiplied by the pay 
rate of the employe doing the work, and 
adding 50% to cover related burden costs, 
such as supervision, expendable supplies, 
space, heat, and taxes. The costs of five 
sampled reports are as follows: 


oteA 


Corporate Spending Plans 
Businessmen, during the first quarter of 
1956, expect to boost their spending for 
plant and equipment 12% above the near- 
record rate of 1955. This estimate is based 
on company reports of fixed investment 
plans filed with government bureaus. 


Aid to Education 

Of the $507 million which the nation’s 
colleges and universities are estimated to 
have received in the fiscal year of 1954-55, 
$39.4 million came from business con- 
cerns. The principal benefactors were non- 
alumni individuals and families, alumni, 
general welfare foundations, estates and 
trusts, religious institutions, and business 
and industry—in that order. Although 
business placed sixth on the list, its gifts 
represented an increase of 100% over 
1950. If contract research grants and 
grants for two-year college courses in the 
specialized schools had been included, the 
figure for business gifts would have been 
$80 million. 


Clean Slate 

The scientific approach to office clean- 
ing has cut costs almost a quarter of a mil- 
lion dollars a year at Nationwide Insur- 
ance Company. This savings has been ac- 
complished by a plan developed over the 
last five years and put into effect early this 
year at Nationwide’s main office in Colum- 
bus, Ohio, as well as ten regional offices. 

One of the most important things to do, 
says Nationwide, is to improve cleaning 
employe morale by changing the title from 
“janitor” to “‘sanitor’’ and issuing bo- 
nuses for good work done. Another 
“must” is more efficient equipment, in- 
cluding universal joint swivels on mops, 
larger wheels on pushcarts, and long- 
handled dusters. 


ESTIMATED COSTS OF SAMPLED REPORTS 














Issues No. of Total Cost 
Issued Per Mo. Copies Pages Per Issue 
Report #1 Daily 23 14 2 $ 13.39 
Report #2 Weekly 4 3 1 7.56 
Report #3 Weekly 4 9 12 45.18 
Report #4 Monthly 1 1 5 172.11 
Report #5 Monthly 1 7 1 14.01 
34 21 $252.25 
Averages for the samples 6.8 4.2 $ 50.45 
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Financial Reporting in Canada 
The Canadian Institute of Chartered 
Accountants has issued its first annual sum. 
mary of financial reports published by ip. 
dustrial and mercantile companies jp 
Canada, for the period 1953-54. The book 
is intended to provide a summary Of the 
trends in latest developments in financial 
reporting as disclosed in published annual 
reports. All the tabulations are based op 
the analysis of the published annual te. 
ports of 275 Canadian companies for the 
fiscal years ending in 1953 and 1954. 


This Electronic World 


The ‘‘memory units’’ in electronic com. 
puters are made of metallic tape so thin 
that 16 layers would approximate the 
thickness of a human hair. This tape is 
sold to the makers of electronic computers 
in coils of 100 to 1000 feet, in widths of 
about 214 inches, at $1.00 a foot. One ton 
of this tape, which is usually sold by the 
foot, would cost $2 million. 

e 


The Soviet Union’s high-speed elec. 
tronic calculator can match the perform. 
ance of the most advanced of such ma- 
chines in the United States, according to 
the western experts who inspected the 
Soviet machine. Three American engineers 
who inspected the 100-foot-long computer 
said that it can play a good game of chess 
and translate from one language to an- 
other, as well as average seven to eight 
arithmetical processes a second. One 
American said that the most novel feature 
of the Soviet machine was a high-speed 
photo-printer that recorded the results of 
calculations at a rate of 200 numbers a 
second. Computation results are first re- 
corded on magnetic tape and then filmed 
outside the machine on the photo-print. 

The Soviet machine contains 5000 elec- 
tronic tubes, each with a life of more than 
10,000 hours, and the special tubes in the 
“memory” device are capable of execut- 
ing 1,023 numbers or commands relating 
to any one problem. 


The Business Conference 


The conference problem has become so 
complex, a recent issue of Time reports, 
that businessmen are now holding confer- 
ences to do something about conferences. 
Some companies have adopted what is vit- 
tually a conference manager. 

Standard Oil Company of California 
has created a conference organizer to study 
ways and means to run efficient manage- 
ment meetings. The organizer discovered 
the company had some 200 committees. 
He set up strict rules governing the form- 
ing of committees and running of confer- 
ences and has pruned Standard’s commit- 
tee count down to 57. 

Every new committee now must have 4 
written outline stating its purpose before 
it can be formed. When the committee's 
useful life is ended, it must disband. 
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The Cost of Employe Security 

Annual figures recently released by the 
Department of Commerce indicate that 
employer contributions to private pension 
and welfare funds, as well as for Old Age 
and Survivors Insurance, are steadily in- 
creasing. Contribution figures for the last 
three years are shown below: 


1952 1953 1954 
(Millions of Dollars) 
Private Plans 
$4,019 $4,600 $5,072 
OASI 
1,776 1,884 2,432 


Soviet Automation 

According to three automation engi- 
neers, Russia has at least one push-button 
factory that matches anything they have 
ever seen. The Moscow factory, which 
manufactures bearings, has a completely 
automatic production line but it is not typ- 
ical of Soviet manufacturing techniques. 


Union Dues 

Unions in the United States and Canada 
have a combined income of more than 
$500 million a year, according to a study 
conducted by the National Industrial Con- 
ference Board. 

The Board reported that a total of 194 
unions, with a membership of 17.5 mil- 
lion, collected a minimum of $457 million 
annually in dues and it is estimated that 
initiation fees and assessments would 
bring the annual payments ‘well above 
the half billion mark.” 

The report indicated that dues collec- 
tions were divided almost evenly between 
the locals and their parent unions. NICB 
estimated that per capita taxes to the inter- 
nationals cost the locals $228 million a 
year. 

The average dues payment for the in- 
dividual union member was put at $26.14 
a year, compared with the current factory 
average wage of $78.69 a week. Initiation 
fees varied from 65 cents to $250, with 
the top entrance charges enforced in the 
skilled trades. 


Life Insurance Holdings 

A total of 115 million Americans own 
some form of life insurance, according to 
the Survey Research Center of the Uni- 
versity of Michigan, which has released 
its findings of the first nationwide survey 
of insurance holdings. The survey also 
shows that 103 million insurance owners 
purchased their life insurance policies 
from the Nation’s 1000 legal reserve com- 
panies, while the remaining 12 million 
policy holders were covered by fraternal, 
assessment, veterans or other types of life 
insurance. 

Breaking the statistics down further, it 
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was shown that 96 million people had in- 
dividually purchased life insurance, while 
24 million had group coverage. About 30 
million are under 18 years of age, repre- 
senting 55% of all children. The 73 mil- 
lion adult policy holders are about 70% 
of the Nation’s adult population. 

Other findings developed by the survey 


were: 


Life insurance ownership is more fre- 
quent in the larger cities and among the 
30-55 age group; 
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80% of the men are insured, while 
62% of the women are covered (the 
larger amounts of insurance are owned by 
men) ; 

Those in the higher income brackets are 
more frequently insured than those in the 
lower; 

There is a high correlation of life in- 
surance among juveniles residing in the 
same family; and 

In 57% of all families, everyone is in- 
sured. 





A digest of information developed by 
CONTROLLERSHIP FOUNDATION 
in answer to a reader's inquiry 


FACSIMILE SIGNATURE CHECKS 

Recent inquiries received by the Controllership Founda- 
tion regarding facsimile signature checks have centered 
around three major points: legal responsibility in case of 
alteration, the attitude of insurance companies, and company 
control practices. For the guidance of prospective users, 
here is a consolidation of opinions and experiences regard- 
ing these points, based on statements by bank and insur- 
ance companies and reports from companies using this type 


of check signature. 


Legal Responsibilities 


Courts have ruled that banks accepting spurious signatures are 
liable, whether these signatures are handwritten, mechanical, or 
printed. Some banks, in an effort to limit their liability, attempt 
to get customers using facsimile signatures to sign contracts or 
make private agreements relieving the bank of responsibility. 
Even with such a contract or agreement, however, some attor- 
neys believe that the depositor might be able to hold the bank 
liable if negligence could be proved in the bank’s scrutiny and 


acceptance of signatures. 


Attitude of Insurance Companies 


Some insurance companies and their association representa- 
tives indicate that they prefer writing forgery insurance for 
companies who use mechanical check signers, having found loss 
due to counterfeit mechanically affixed signatures practically 


negligible. 


Control Practices 


A survey of several companies using facsimile signatures 
showed the following control practices in effect: 


1. Physical control of the machine, key, and signature plate. 
(Machine is opened by two keys—one used by an executive 


and the other by the operator. ) 
. Comparison of machine dial readings with check payment 


No 


authorization sheet. 


3. Internal and/or public audit of the comparative readings 
and/or location of key and plates. 

4, Limitations on amount drawn for any one check. 

5. Limitation on type of check (or account) to be signed by 


facsimile signature. 


6. Forgery insurance on bonded personnel. 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


TOP MEN ... 


Donald H. Dalbeck (#3445-1945) has 
been elected president and treasurer of 
Package Machinery Company, East Long- 
meadow, Mass., and of Reed-Prentice 
Corporation, Worcester, Mass., a wholly 
owned subsidiary of the Package Machin- 
ery Company. He succeeds Roe Sidney 
Clark (#2332-1942), who died in Decem- 
ber 1955, and Roger L. Putnam, Sr., who 
has been named chairman of the Board of 
both organizations. Mr. Dalbeck is a na- 





MR. DALBECK 


tional director and regional vice president 
of Controllers Institute of America and 
was president of the Boston Control, 
1952-53... . J. Norvelle Walker (#3325- 
1945) has been elected president of Royal 
Oil & Gas Corporation, Philadelphia, Pa. 
He was formerly secretary-treasurer. 





MR. WALKER 


PROMOTIONS .. . 


E. L. Worfolk (#1267-1938) has been 
promoted to treasurer of the B. F. Good- 
rich Sponge Products Division of the B. F. 
Goodrich Company, Shelton, Conn... . 
Robert W. Hamel (#5897-1953) was re- 
cently elected treasurer of the Moore Drop 
Forging Company, Springfield, Mass. He 
was formerly assistant treasurer... . 
A. H. Reynolds, Jr. (#6771-1955), con- 
troller and assistant treasurer of Leeds & 
Northrup Company, Philadelphia, Pa., 


MR. HERVEY 


has advanced to the position of treasurer 
and controller of his company. 

Neptune Meter Co., Long Island City, 
N. Y., has elected Arthur A. Hanson 
(#5223-1951) as a vice president. Mr. 
Hanson formerly held the posts of treas- 
urer and comptroller... .L. E. Felton 


CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER should 
be received in the editorial offices of THE CONTROLLER, Two 
Park Avenue, New York 16, N. Y., before the first of the 
month to affect the following month’s issue. For instance, if 
you desire the address changed for your April issue, we 
should be notified of your new address before March 1. Be 
sure to include your postal zone as well as your old and 


new address. 
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MR. WORFOLK 


(#749-1936) is now vice president-§. 
nance and treasurer of the Green Giant 
Company, LeSueur, Minn. He was for. 
merly vice president-finance and secretary, 
Mr. Felton is currently serving as a pa. 
tional director of Controllers Institute 
(Region VIII). ee) See |: Beasley 
(#5748-1952) has advanced from cop. 
troller and assistant secretary of the Metal 
& Thermit Corporation, New York, to 
vice president and assistant secretary and 
has been succeeded as controller by the 
assistant controller, C. R. Hervey (#6354. 
1954). 


COMPANY MOVES... 


Robert E. Harvey (#5511-1952) has 
been elected executive vice president and 
assistant to the president of Merritt-Chap. 
man & Scott Corporation, New York. He 
was executive vice president, Newport 
Steel Corporation, Newport, Kentucky, a 
subsidiary. Mr. Harvey was also elected to 
the Board of Newport. . . . Joseph J. 
Guidrey (#6716-1955) has been ap- 
pointed as manager of the Internal Audit- 
ing Department of Sylvania Electric Prod- 
ucts Inc., New York. He transferred to 
the company’s new Data Processing Cen- 


MR. GUIDREY 


ter at Camillus, N. Y., February 1. Mr. 
Guidrey joined the Sylvania organization 
in 1953 with the Tungsten and Chemical 
Division and was controller of that divi- 
sion when he received his new assignment. 


ADDITIONAL DUTIES... 

George A. Daniels (#4428-1948), con- 
troller, River Brand Rice Mills, Inc., 
Houston, Texas, is now secretary and 
controller. . . . John C. Borden (#4776- 
1949), comptroller, Cutler-Hammer, Inc., 
Milwaukee, Wis., has been elected vice 
president and comptroller. . . . Herbert 
P. Haschke (#5537-1952), controller, 
Straus-Frank Company, Houston, Texas, 
has been made vice president-controller 
and elected to the Board of Directors. 


NEW APPOINTMENTS . . . 

Arnold W. Hartig (#3788-1946), treas- 
urer, Universal Products Company, Inc., 
Dearborn, Mich., was named plant man- 
ager, Detroit Universal Division, Chrysler 
Corporation. . . . Willard D. Holt (#1901- 
1937), manager, accounting division, 
Provident Mutual Life Insurance Com- 
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MR. SORENSON MR. BOSCHEN 
pany, Philadelphia, Pa., has been elected 
to the newly formed position of control- 
ler of the company. . . . Lionel J. Soren- 
sen (#2694-1943) is now serving as vice 
chairman of James S. Kemper and Com- 
pany, Chicago, Ill. In that post he holds 
the title of executive assistant and man- 
aget of national accounts for eight insur- 
ance companies controlled and managed 
by James S. Kemper and Company. Mr. 
Sorensen was formerly president of the 
Motor Products Corporation, Detroit. He 
served as president of the Detroit Control 
of Controllers Institute, 1949-1950. 

Arthur L. Boschen (#2225-1942), vice 
president and comptroller, Vick Chem- 
ical Co., New York, has been added to 
the finance committee. . . . Claude A. 
Bastow (#3402-1945), assistant control- 
ler and assistant treasurer, The Cudahy 
Packing Company, Omaha, Neb., is now 
controller of the company. 


NEW CONNECTIONS .. . 

Joseph J. Schofield (#3330-1945) has 
joined the Detroit Harvester Company, 
Detroit, Michigan, as comptroller. He was 
formerly with the Gar Wood Industries, 
Inc., Wayne, Michigan, as controller. . . . 
Frederick C. Sheppard (#4320-1948) is 
now treasurer of the Bristol Brass Cor- 
poration, Bristol, Conn. He was formerly 
with Simplex Wire & Cable Co., Newing- 
ton, N. H. 

J. E. Bixby (#5747-1952) has accepted 
the post of assistant treasurer of the Texas 
Eastern Transmission Corporation in 
Shreveport, La. He was formerly control- 
let, W. S. Bellows Construction Corpora- 
tion, Houston, Texas. . . . Edward G. 
Koch (#4689-1949), who was formerly a 
business consultant at Ann Arbor, Michi- 
gan, has joined the staff of the University 
of Toledo, Toledo, Ohio, as associate pro- 
fessor of Business Administration. . . . 
R. H. Pursifull is new Portland, Oregon, 
tegional controller of the Post Office de- 
partment. He was formerly with White 
Stag Manufacturing Company and M&M 
Woodworking Company. 

Fred |. Courtney has been appointed 
comptroller of Virginia Metal Products, 
Inc, Orange, Virginia. He was formerly 
secretary-treasurer of Power Generators, 
Inc., Trenton, N. V3 


MR. FAY 


HONORS TO... 

C. R. Fay (#3408-1945), chairman of 
the national Board of Directors of Con- 
trollers Institute, who was featured as 
the 40th man in a series of articles on men 
in finance running in Finance (November 
15, 1955 issue). The write-up entitled 
“Meet Financial Boss at Pittsburgh Plate”’ 
takes a ‘“This Is Your Life’ slant on Mr. 
Fay’s career covering his earliest days and 
following through to his present position 
as PPG’s vice president and comptroller. 
About one third of the space is devoted 
to his views on the need for corporate 
executives to learn more of the accounting 
function in their organizations. (The 
September issue of THE CONTROLLER car- 
ried an article by Mr. Fay on this subject. ) 
The growth and present status of PPG is 
woven into the story as well. 


EXTRACURRICULAR ACTIVITIES .. . 


Raymond G. Lochiel (#1630-1940), 
vice president and comptroller, Capital 
Airlines, Inc., Washington, D. C., has 
been invited to give one or more talks to 
a large group of military and civilian con- 
trollers of the Controllership Develop- 
ment Program of the Department of the 
Navy. In the past Mr. Lochiel has talked 
before the Comptroller Divisions of the 
Army, Navy and Air Force Departments. 
. .. Wagner d’Alessio (#3586-1946), 
treasurer, California Casualty Indemnity 
Exchange, San Francisco, Calif., is presi- 
dent of the San Francisco Insurance Ac- 
countants Association. Robert J. 
Alerding (#5531-1952), controller, In- 
sley Manufacturing Corporation, Indianap- 
olis, Ind., addressed the January 20 dinner 
meeting of the Young Presidents Organ- 
ization, Indiana Chapter. His subject was 
“The Controller and His Relationship to 
Management.” Mr. Alerding is vice presi- 
dent of the Indianapolis Control of CIA. 

Thomas L. Morison (#5088-1951), CPA, 
vice president, secretary and treasurer of 
the Bentley School of Accounting and 
Finance, Boston, Mass., was the principal 
speaker at the regular monthly meeting of 
the New Hampshire Chapter of the Na- 
tional Association of Cost Accountants on 
January 17. His topic was ‘Management 
Controls for Small Business.”’ 


THE CONTROLLER 





MR. LOCHIEL 
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WRITERS ... 

Robert E. Slater (#4547-1949) contrib- 
uted an article, “Is the Electronic Office 
Inevitable?” to the November 1955 issue 
of Systems. Mr. Slater is vice president 
and controller of John Hancock Mutual 
Life Insurance Company, Boston, Massa- 
chusetts. . . . The same issue of Systems 
carried articles, ‘“Mechanized Unit Con- 
trol” by Joseph V. Pati (#5771-1952), 
controller, Wm. Filene’s Sons Company, 
Boston, and “More Work with Less Ef- 
fort” by E. A. Johnson (#6133-1954), 
secretary-treasurer and controller, Union 
Wire Rope Corporation, Kansas City, Mo. 

J. Ralph Mulvey (#2334-1942), assist- 
ant comptroller, Humble Oil & Refining 
Company, Houston, Texas, is author of a 
feature article, ‘Self-Improvement Is Your 
Job,” in the January 1956 issue of the 
Journal of Machine Accounting. 


* 
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ROE SIDNEY CLARK (#2332-1942), 
president of Package Machinéry Com- 
pany, East Longmeadow, Massachusetts, 
died on December 22, 1955, after a long 
illness. 


EDWIN C. HIGGINs, 60, inventory co-or- 
dinator, Walter Baker Division, General 
Foods Corporation, Dorcester, Massachu- 
setts, died suddenly on December 31, 
1955, while on vacation in Florida. He 
had been with the company since 1939. 
From 1925-1939 he was affiliated with the 
Batchelder & Snyder Division, General 
Foods. He held membership certificate 
4261-1948 in Controllers Institute. 


GEORGE A. PEACHMAN, 63, comptrol- 
ler and treasurer of California Bank, Los 
Angeles, California, died on January 1, 
1956, following a short illness. 

Mr. Peachman, who joined the bank in 
1919, after coming to Los Angeles from 
Cleveland, Ohio, was electéd comptroller 
in 1944 and appointed comptroller and 
treasurer in 1955. 

He held membership certificate #2477- 
1943 in Controllers Institute. 
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*OPPORTUNITIES*« 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 





RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON. 
TROLLER, Two Park Avenue, New York 16, 
N. Y. Replies will be forwarded. 





HELP WANTED 





ACCOUNTING SPECIALISTS 

We are seeking several college graduates, 
qualified in accounting fundamentals, who 
also have at least six years’ experience in cost 
accounting techniques, or in systems and pro- 
cedures work including tabulating equipment 
procedures. A consulting firm; good oppor- 
tunities for advancement; some traveling re- 
quired; submit full outline and photograph, 
confidential treatment. Box 2201. 


ACCOUNTANT 
CPA under 35 years of age, German-speaking 
preferred (will accept other). Ambitious 
and possessing drive to get things done. We 
are a large food manufacturer in Chicago 
and offer unusual opportunity for future ad- 
vancement and compensation. Starting salary 
according to ability and experience. Applica- 
tions treated strictly confidential. Box 2207. 





SITUATIONS WANTED 





ACCOUNTANT—ATTORNEY 
New York resident, married, 28. Experience 
in taxes, business and organization accounting. 
Will consider the right position in business 
or accounting. Willing to relocate. Box 2204. 


CONTROLLER 
Intensive experience every type public and 
industrial accounting. Practical solutions to 
business problems. Numerous innovations. 
Strong on systems and procedures. Able ad- 
ministrator, effective management team par- 
ticipant. CPA, MBA. Box 2205. 


CONTROLLER—ASST. TREASURER 
BBA degree, age 40, married, relocate. Twen- 
ty-four years’ public and industrial experi- 
ence: cost accounting, budgets, taxes, manage- 
ment controls, government contracts, systems 
and procedures. Desires career opportunity 
with progressive company. Box 2206. 





MISCELLANEOUS 





ELECTRONICS 


Learn how to program business problems such 
as payroll, accounts receivable, and inventory 
control for electronic computers. Send for 
free information describing our Home Study 
Course—‘Programming for Business Com- 
puters.”’ Business Electronics Inc. Educational 
Department, Box 3330 Rincon Annex, San 
Francisco 19, California. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re 
sponsibility for the people contacted through this col 
umn nor does it guarantee any item bought or sold. 
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Grant Paid Leaves for Jury-Military Duties 


Civic, military and family duties of 
workers are covered by pay clauses in many 
labor-management contracts, says Com- 
merce Clearing House. An analysis based 
on a Bureau of Labor Statistics study of 
more than 1,700 contracts covering 6,000,- 
000 workers shows that the employer in 
many cases has agreed to pay workers for 
time off on jury service, military duty or 
attending family funerals. 


Ten per cent of the agreements call for 
pay of some kind to those who enter the 
armed forces. These are of three basic 
types, CCH states: a bonus or lump sum 
payment; an allowance graduated accord- 
ing to length of employment or marital 
status; or payment for a limited time of 
the difference between military pay and the 
worker’s regular wages. The bonus is com- 
mon for those entering regular military 
service, while the third plan is used mostly 
for those doing national guard or short- 
term reserve corps duty. 


For jurors, 18 per cent of the agree- 
ments provided for payment of the differ- 
ence between jury fees and the worker's 
regular earnings. Under the terms of 21 of 
the 317 agreements, the employe would be 
paid his full salary or wage, as well as the 
jury fees. 

One of every eight agreements studied 
called for paid leave due to death in the 


worker's family. The majority fixed 4 
maximum leave of three days. Others went 
into detail as to when the leave was to 
start and end. Some granted leave only if 
the worker attended the funeral, and a few 
required proof that he did attend. 


Many of the contracts surveyed also car. 
ried provisions for “reporting” and “call. 
back” pay. The first set up a guarantee as 
to the number of hours’ time or pay was 
due to the person who reported for sched- 
uled duty but found no work available. 
Such provisions were in 80 per cent of the 
contracts studied, most of them in the 
manufacturing field. The most common 
guarantee was four hours. Guarantees of 
two hours and eight hours each were 
found in less than ten per cent of the agree. 
ments. 


The “call-back” provisions were varied 
and complex. These called usually for 
premium pay for those asked to report for 
work at any time outside of regular hours 
or on an off day. The minimum guarantee 
for ‘‘call-backs” ranged from one to eight 
hours’ work or pay. In 60 per cent of the 
agreements, the guarantee was for four 
hours. About 20 per cent set a minimum of 
two hours. Guaranteed hours of work or 
pay exceeded four hours in relatively few 
agreements. In 23 contracts, travel-time 
allowances were granted for call-backs. 


Dynamic Variable Cost Control 
(Continued from page 65) 


conditions prevail for the balance of the 
year. 

3. Operating personnel can tell at a 
glance to what extent their individual ef- 
forts have been effective. 

4. Positive cost control information is 
readily available for all volumes of op- 
eration with a minimum amount of effort. 

5. Forecasting budget allowances for 
succeeding month or months has been 
eliminated. Costs automatically reflect the 
actuals for the volume produced. 

6. Variable cost information is reported 
as cost per unit of production. This in- 
formation is readily understood by non- 
financial personnel. The figures in them- 
selves show up the reasonableness of the 
costs. 

7. Controllable cost figures are not dis- 
torted by the inclusion of fixed expense. 

8. All costs per unit of production are 
directly comparable regardless of volume 
changes. 

9. Once the report has been estab- 
lished, positive information is available to 
determine effects on costs under certain 
conditions; for example, what effect 
would there be on costs if material han- 
dling were arbitrarily cut in half or a 


preventive maintenance program were in- 
stituted ? If the all-important cost per unit 
of production is lowered, the desired ob- 
jective is being approached. 

10. Areas requiring cost analysis are 
highlighted on the variable cost report. 
Great stress is usually placed on increasing 
the direct labor efficiency. The month of 
June indicates an excess cost, over ideal, 
of $0.30 per standard hour for direct 
labor. More money, however, is being lost 
through inefficient material handling with 
an excess cost, over ideal, of $0.60 per 
standard hour. 

11. With an inflexible unit of measure, 
basic information is established for the de- 
velopment of a sound estimating system. 

12. Operating personnel has not been 
burdened with forecasting budget allow- 
ances that in all probability would not 
conform to the predetermined figure es- 
tablished by the financial men. 


Combining of the profit and loss chart, 
budget and ideal cost with the actual op- 
erating costs in one single comprehensive 
report supplies management with simple 
and direct information upon which to fe- 
affirm or revise operating policies. 
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